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AVERAGE VALUES OF FARMS; KENTUCKY 


For the purposes of title I of the 
Bankhcad-Jones Farm Tenant Act, as 
amended, average values of efficient fam¬ 
ily-type farm-management units for 
the counties Identified below are deter¬ 
mined to be as herein set forth. The 
average values heretofore established for 
said counties, which appear in the tabu¬ 
lations of average values under i 31L29, 
Chapter m. Title 6 of the Code of Fed¬ 
eral Regulations, are hereby superseded 
by the average values set forth below for 
uiid counties. 


Kentucky 

County; 

AdMr ....___ 


Allen _ 

Anderson ......__ 

Hit Hurd . 

Barren __......... 

Bath ...._... 

Bell_ 

Boone_ .... 

Boyd ___ 

Boyle__.... 

Bracken ........... 

Breathitt... 

Breckinridge ...._ 

Bullitt_ 

Butler__ 

Caldwell _ 

Calloway.. 

Campbell_ 

CarlUle.. 

Carroll __ 

Carter ...__ 



Casey---- 

Christian .......... 

Clay .. 

Clinton________ 

Crittenden 

Cumberland_____ 

Davtfe*_ 

Kdmoneon_ 

Elliott ___ 

EsUll _ 

Fleming___ 

Floyd ______ 

Franklin .... 


Average 

value 

$18,000 

20.000 

20,000 

20.000 

23.000 

21.000 

17,000 

20.000 

20.000 

25.000 

20.000 

17.500 

18.000 

22.000 

18.000 

20.000 

20.000 

20.000 

20.000 

20.000 

18.000 

18.000 

22.000 

18.000 

19.000 

18.000 

20.000 

22.000 

20.000 

18.000 

18.000 

23.000 

17.000 

20.000 


Kentucky —Continued 


Coun ty—Con tin ued 

Fulton ___ 

Gallatin.. 

Garrard -_.... 

Grant ....._ 

Grave* .......... 

Grayson_...__ 

Green_ 

Greenup _ 

Hancock_ 

Hardin_ 

Harlan___... 

Hnrruon ........ 

Hart . 

Henderson _ 

Her Try ..._.... 

Hickman__ 

Hopkins ......... 

Jackson ......... 

Jefferson ........ 

Jessamine ...__ 

Johnson ........ 

Kenton ......... 

Knott ...._ 

Knox ........... 




Larue ___ 

Laurel __ 

Lawrence ___ 

Lee .......... 

Leslie_ 

Letcher _ 

Lewis.. 

Lincoln___ 

Livingston ........ 

Logan ....—_ 

Lyon ...___ 

McCracken ...—... 
McCreary ......... 

McLean.. 

Madison ......._ 

Magoffin --- 

Murlon _ 


Marshall 
Martin ., 


Average 
value 
$ 20,000 
20,000 
23 000 
20.000 
BO, 00 > 
18.000 
18.000 
18.000 
18.000 
20.000 
17.000 
24.000 
20.000 
22.000 
22,000 
20.000 
18,000 
18.000 
24.000 
24.000 
18.000 
20.000 
17.000 
17.000 
20,000 
19, 000 
20.000 
17.500 
17.000 
17,000 
20,000 
22.000 
18. 0G0 
21.000 
19.000 
22.000 
17.000 
20.000 
23.000 
17,000 
20.000 
19.000 
17,000 


Mason - 25.000 

Meade___. 18, 000 

Menifee_ 18.000 

Mercer_— 24,000 

Metcalfe ..18.000 


Monroe _ 20,000 

Montgomery _- 24,000 

Morgan .. 19.000 

Muhlenberg ___ 18. 000 

Nelson____ 24.000 

Nicholas _ 21,000 

Ohio __-_— 18.000 

Oldham_ 22.000 

Owen __..._....__ 30.000 

Owsley----- 17. 500 

Pendleton __—_—-- 20.000 

Perry __ 17,000 


(Continued on next page! 
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by the Federal Register Division, National 
Archives and Records Service. Ocneral Serv¬ 
ices Administration, pursuant to the au¬ 
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the Superintendent of Documents. Govern¬ 
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The Federal Register will be furnished by 
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advance. The charge for individual copies 
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Printing Office. Washington 25. D. C. 

The regulatory material appearing herein 
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Kentucky— Continued 

Average 

County—Continued valu« 

Pike _$17,000 

Powell . 18.000 

Pulaski _ 20.000 

Robertson_ 20.000 

Rockcastle . 20.000 

Rowan __ 18,200 

Russell _ 20.000 

8cott__ 22.000 

Shelby____ 24. 000 

Slmpeon ............____ 22,000 

Spencer. 21.000 

Taylor .. 20,000 
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Kentucky—C ontinued 

Average 


County—Continued value 

Todd___$20. 000 

Trigg.. 20,000 

Trimble ....___—- 20.000 

Unron__ 24.000 

Warren __ 24.000 

Washington___ 20.000 

Wayne_- 21.000 

Webster..18.000 

Whitley... 17,000 

Wolfe_-_ 18.000 


fSec. 41 (1). 00 SUt 1066; 7 TJ 8. C 1015 (I). 
Applies see. 3 (•). 80 Suit. 1074; 7 U. 8 C. 
1003 <»>) 

Dated: February 6, 1956. 

(seal) R B. McLeaish. 

Administrator, 

Farmers Home Administration . 

[F. R. Doc. 50-1080: Filed, Feb. 9, 1958; 
8:48 A. m | 


TITLE 7—agriculture 

Chapter IX—Agricultural Marketing 
Servico (Marketing Agreements and 
Orders), Department of Agriculture 

(Grapefruit Reg. 1071 

Part 955—Grapefruit Grown in Ari¬ 
zona; in Imperial County. California, 
and in That Part of Riverside 
County. California, Situated South 
and East of the San Gorgonio Pass 

limitation of shipments 

l 955.368 Grapefruit Regulation 107 — 
(a) Findings, tl) Pursuant to the mar¬ 
keting agreement, as amended, and 
Order No. 55. as amended (7 CFR Part 
955), regulating the handling of grape¬ 
fruit grown In the State of Arizona; in 
Imperial County. California, and in that 
part of Riverside County. California, 
situated south and east of the San Gor- 
f onlo Pass, effective under the applicable 
provisions of the Agrictiltural Marketing 
Agreement Act of 1937, as amended (7 
U. S. C. 601 et seq.). and upon the basis 
of the recommendations of the Adminis¬ 
trative Committee (established under the 
aforesaid amended marketing agreement 
and order), and upon other available 
information, it is hereby found that the 
limitation of shipments of grapefruit, as 
hereinafter provided, will tend to effec¬ 
tuate the declared policy of the act. 

(2) It is hereby further found that it 
Is impracticable and contrary to the 
public interest to give preliminary no¬ 
tice, engage in public rule-making pro¬ 
cedure, and postpone the effective date 
of this section until 30 days after publi¬ 
cation thereof in the Federal Register 
(60 Stat. 237 ; 5 U. 8. C. 1001 ct seq.) be¬ 
cause the time intervening between the 
date when Information upon which this 
section is based became available and 
the time when this section must become 
elTective In order to effectuate the de¬ 
clared policy of the act Is insufficient: 
ft reasonable time is permitted, under 
the circumstances, for preparation for 
$uch effective time; and good cause ex¬ 
ists for making the provisions hereof 
effective not later than February 12, 
1956. Shipments of grapefruit, grown as 
aforesaid, have been subject to regulation 
fa y grades and sizes, pursuant to the 


amended marketing agreement and or¬ 
der. since October 9. 1955, and will so 
continue until February 12. 1956; the 
recommendation and supporting infor¬ 
mation for continued regulation subse¬ 
quent to February 11.1956, were prompt¬ 
ly submitted to the Department after 
an open meeting of the Administrative 
Committee on February 2. 1956; such 
meeting was held to consider recom¬ 
mendations for regulation, after giving 
due notice of such meeting, and Inter¬ 
ested persons were afforded an oppor¬ 
tunity to submit their views at this 
mcetiug; the provisions of this section, 
including the effective time thereof, are 
identical with the aforesaid recommen¬ 
dation of the committee and information 
concerning such provisions and effective 
time has been disseminated among han¬ 
dlers of such grapefruit; It is necessary, 
in order to effectuate the declared policy 
of the act, to make this section effective 
during the period hereinafter set forth 
so as to provide for the continued regula¬ 
tion of the handling of grapefruit; com¬ 
pliance w ith this section will not require 
any special preparation on the part of 
persons subject thereto which cannot be 
completed by the effective time thereof. 

ib> Order, cl) During the period be¬ 
ginning at 12:01 a. m.. P. s, t.. February 
12.1956, and ending at 12:01 a. m.. P. s. t., 
March 25,1956, no handler shall ship; 

(1) Any grapefniit of any variety 
growm in the State of Arizona: in Impe¬ 
rial County. California; or in that part of 
Riverside County, California, situated 
south and east of the San Gorgonio Pass 
unless such grapefruit grade at least U. S. 
No. 2; or 

til) From the State of California or 
the State of Arizona <a) to any point 
outside thereof in the United States, any 
grapefruit, grown as aforesaid, which are 
of a size smaller than 37m inches in 
diameter, or *b) to any point in Canada, 
any grapefruit, grown as aforesaid, which 
are of a size smaller than inches in 
diameter ("diameter" in each case to be 
measured midway at a right angle to a 
straight line running from the stem to 
the blossom end of the fruit). except that 
a tolerance of 5 percent, by count, of 
grapefruit smaller than the foregoing 
minimum sizes shall be permitted which 
tolerance shall be applied In accordance 
with the provisions for the application of 
tolerance, specified in the revised United 
States Standards for Grapefruit (Cali¬ 
fornia and Arizona), §5 51.925 to 51.955 
of this title: Provided, That. In deter¬ 
mining the percentage of grapefruit in 
any lot which arc smaller than 
Inches in diameter, such percentage shall 
be based only on the grapefruit in such 
lot which are of a size inches in 
diameter and smaller; and in determin¬ 
ing the percentage of grapefruit in any 
lot which arc smaller than S-'ha inches in 
diameter, such percentage shall be based 
only on the grapefruit in such lot which 
are of a size 3 l( *io inches in diameter and 
smaller. 

(2) As used in this section. "handler.” 
••variety,* 4 ‘•grapefruit,** and "ship” shall 
have the same meaning as when used in 
said amended marketing agreement and 
order; and the term "U. 8. No. 2” shall 
have the same meaning os when used in 


the revised United States Standards for 
Grapefruit (California and Arizona), 
li 51.925 to 51.955 of this title. 

(Sec..5. 49 Stat. 753, as amended; 7 U. 8. C. 
•06c) 

Dated: February 7. 1956. 

(seal! S. R. Smith. 

Director, Fruit and Vegetable 
Division, Agricultural Mar- 
keting Service . 

|F. R Doc. 58-1079; FUed, Feb. 9. 1956; 
8:51 a. m.| 


TITLE 14—CIVIL AVIATION 

Chapter II—Civil Aeronautics Admin¬ 
istration, Department of Commerce 

(Arndt. 3) 

Part 600— Designation of Civil Airways 
ALTERATIONS 

The civil airway alterations appearing 
hereinafter have been coordinated with 
the civil operators involved, the Army, 
the Navy and the Air Force, through the 
Air Coordinating Committee, Airspace 
Panel, and are adopted to become effec¬ 
tive when Indicated in order to promote 
safety. Compliance writh the notice pro¬ 
cedures. and effective date provisions of 
section 4 of the Administrative Proce¬ 
dure Act would be impracticable and 
contrary to public interest and therefore 
is not required. 

Part 600 Is amended as follows; 

1. Section 600.201 is added to read: 

$ 600.201 Red civil airway Ho. 1 < Big 
Spring . Tex., to San Antonio, Tex.), 
From the Big Spring, Tex., radio range 
station via the intersection of the south¬ 
east course of the Big Spring. Tex., radio 
range and the northwest course of the 
Kelly. Tex., radio range to the Kelly, 
Tex., radio range station. 

2. Section 600.240 is amended to read: 

1600.240 Red civil airway Ho. 40 
<Kodiak . Alaska, to Anchorage, Alaska ). 
From the Kodiak. Alaska, radio range 
station via the Shuyak, Alaska, nondi- 
rectlonal radio beacon; Homer, Alaska, 
radio range station to the Anchorage. 
Alaska, radio range station. 

3. Section 600.274 Red civil airway Ho. 
74 (Louisville, Kg., to Cincinnati, Ohio) 
is revoked. 

4. Section 600.625 is amended to read: 

$ 600.625 Blue civil airway Ho. 25 
<Middleton Island . Alaska . to Big Delta, 
Alaska ). From the intersection of the 
southwest course of the Hinchinbrook, 
Alaska, radio range and a direct line be¬ 
tween the Whittier, Alaska, Fan Marker 
and the Middleton Island, Alaska, nondi- 
rectional radio beacon via the Hinchin- 
brook. Alaska, radio range station; the 
intersection of the northeast course of 
the Hlnchlnbrook. Alaska, radio range 
and the south course of the Oulkana, 
Alaska, radio range; Gulkana. Alaska, 
radio range station; the intersection of 
the north course of the Gulkana, Alaska, 
radio range and the south course of the 
Big Delta. Alaska, radio range to the Big 
Delta, Alaska, radio range station. 
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5. Section 600.630 is amended to read: 

5 600.630 Blue civil airway No. 30 
<Brownsville. Tex., to Pueblo . Colo.), 
Prom the intersection of the southeast 
course of the Alice. Tex., radio range and 
the southwest course of the Corpus 
Christ!, Tex., radio range via the Corpus 
Christ!. Tex., radio range station, exclud¬ 
ing the portion which lies more than 3 
miles southeast of the southwest course 
of the Corpus Christi radio range, to the 
Kelly, Tex., radio range station. From 
the Big Spring. Tex,, radio range station 
to the intersection of the northwest 
course of the Big Spring. Tex., radio 
range and the south course of the Lub¬ 
bock, Tex., radio range. From the Lub¬ 
bock. Tex., radio range station via the 
intersection of the north course of the 
Lubbock. Tex., radio range and the south 
course of the Amarillo. Tex., radio range; 
Amarillo. Tex., radio range station: Dal- 
hart, Tex., nondircctlonal radio beacon 
to the Pueblo. Colo., radio range station. 

6. Section 600.643 Blue civil airway No. 
43 (Delta Island. Alaska to Willow. 
Alaska ) is revoked. 

7. Section 600.6001 VOR civil airway 
No. 1 (Charleston . S. C.. to New York. 
N. Y.) is amended by changing the first 
portion to read: “From the Charleston. 
S. C.. omnirange station via the Myrtle 
Beach. S. C., omnirange station: Wil¬ 
mington, N. C.. omnirange station: New 
Bern. N. C., omnirange station; Cofield. 
N. C., omnirange station: intersection of 
the Cofield omnirange 058* True radial 
and the southwest course of the Norfolk, 
Va.. ILS localizer; Norfolk, Va., ILS local¬ 
izer; to the point of intersection of the 
Norfolk TL3 localizer northeast course 
and the Norfolk, Va.. VAR north course, 
excluding the portion of this airway 
above 5500 feet above mean sea level 
within 60 statute miles of a point at 
latitude 34*54*30" north, longitude 
76*53'00" west, daily from sunset to sun¬ 
rise/' 

8. Section 600.6002 VOR civil airway 
No. 2 iSeattle. Wash., to Boston, Mass.) 
is amended by changing all between the 
Miles City, Mont., omnirange station and 
the Salem, Mich., omnirange station to 
read: “Miles City, Mont., omnirange sta¬ 
tion; Golva, N. Dak., omnirange station; 
Dickinson. N. Dak., omnirange station; 
Bismarck, N. Dak., omnirange station, 
including a north alternate; Jamestown. 
N. Dak., omnirange station, including a 
north alternate, Fargo, N. Dak., omni¬ 
range station, including a north alter¬ 
nate; Alexandria, Minn., omnirange sta¬ 
tion. including a north alternate; Min¬ 
neapolis. Minn., omnirange station; La 
Crosse. WU., omnirange station, includ¬ 
ing a north alternate; Lone Rock. Wis., 
including a north alternate; intersection 
of the Lone Rock omnirange 103* True 
and the Milwaukee omnirange 273* True 
radials; Milwaukee, Wis., omnirange sta¬ 
tion. including a north alternate from the 
Lone Rock omnirange staUon to the Mil¬ 
waukee omnirange station via the inter¬ 
section of the Lone Rock omnirange 088* 

_ True and the Milwaukee omnirange 288* 
True radials; Muskegon. Mich., omni¬ 
range station, including a south alternate 
via the intersection of the Milwaukee 
omnirange 126* True and the Muskegon 
omnirange 251 • True radials; Lansing, 


Mich., omnirange station, including a 
south alternate via the Grand Rapids, 
Mlch„ ILS outer marker; to the Salem, 
Mich., omnirange station;”. 

9. Section 600.6003 VOR civil airway 
No. 3 (Key West. Fla., to Presque Isle. 
Maine > is amended by changing the por¬ 
tion which reads; “Vero Beach. Fla., 
omnirange staUon, including an east 
alternate from the West Palm Beach 
omnirange station to the Vero Beach 
omnirange station and also a west alter¬ 
nate from the Miami omnirange station 
to the Vero Beach omnirange station via 
the intersection of the Miami omnirange 
338* True and the Vero Beach omnirange 
192° True radials, excluding the portions 
which overlap the Sterling danger area 
<D-169 and D-170);” to read: “Vero 
Beach. Fla., omnirange station. Including 
an east alternate from the West Palm 
Beach omnirange station to the Vero 
Beach omnirange station;”. 

10. Section 600.6004 VOR civil airway 
No. 4 (Seattle. Wash., to Washington. 
D. C.) is amended by changing the por¬ 
tion which reads: “Thurman, Colo., om¬ 
nirange station, including a south 
alternate;” to read: “Thurman. Colo., 
omnirange station;” and by changing the 
portion which reads: “Salina, Kans.. 
omnirange station, including a north al¬ 
ternate from the Hill City omnirange 
station to the Salina omnirange station 
to read: “Salina, Kans., omnirange 
station;” 

11. Section 600.6005 is amended by 
changing the caption to read: “VOR civil 
airway No. 5 (Miami. Fla., to London. 
Ont:>'\ by changing all before the 
Macon. Ga., omnirange station to read: 
“That airspace over United States ter¬ 
ritory from the Miami. Fla., omnirange 
staUon via the Intersection of the Miami 
omnirange 338* True and the Orlando 
omnirange 164* True radials; Orlando, 
Fla., omnirange station; Jacksonville. 
Fla., omnirange station, including an 
east alternate from the Orlando omni¬ 
range station to the Jacksonville omni¬ 
range station via the Daytona Beach, 
Fla., omnirange station and the point of 
intersection of Uie Daytona Beach om¬ 
nirange 31T True and the Jacksonville 
omnirange direct radial to the Orlando 
omnirange station; intersection of the 
Jacksonville omnirange 319* True and 
the Alma omnirange 148* True radials; 
Alma, Ga.. omnirange station. Including 
an east alternate and a west alternate 
from the Jacksonville omnirange station 
to the Alma omnirange station; Macon, 
Ga., omnirange station;” and by chang¬ 
ing all after the Mansfield, Ohio, omni¬ 
range station to read: “Mansfield, Ohio, 
omnirange staUon, including an east al¬ 
ternate from the Columbus omnirange 
station to the Mansfield omnirange 
station via the intersection of the Co¬ 
lumbus omnirange 051 # True and the 
Mansfield omnirange 185* True radials; 
Cleveland. Ohio, omnirange station; to 
the London, Ont., omnirange station.” 

12. Section 600.6007 VOR civil airway 
No. 7 (Miami. Fla., to Green Bay , Wis.) 
is amended by changing all after the 
Chicago Heights, Ill., omnirange station 
to read: “Chicago Heights. HI., omni¬ 
range staUon. Including an east alter¬ 
nate; Milwaukee. Wis., omnirange sta¬ 
tion; to the Green Bay/Wis., omnirange 


station. The portions of this airway 
above 19,000 feet above mean sea level, 
which lie within the Tyndall AFB re¬ 
stricted area <R-336> and the Tyndall 
AFB warning area (W-337), are ex¬ 
cluded daily between sunset to sunrise ” 

13. Section 600.6009 is amended to 
read: 

5 600.6009 VOR civil airway No. 9 
(Neto Orleans. La., to Milwaukee. Wis.). 
From the New Orleans. La., omniramie 
via the McComb, Miss., omnirange sta¬ 
tion, Including a west alternate; Jack- 
son, Miss., omnirange staUon including 
a west alternate; Greenwood, Miss., 
omnirange station, including a west 
alternate; Memphis. Tenn., omnirange 
station. Including an east alternate; in¬ 
tersection of the Memphis omnirange 
345* True and the Malden omnirange 
195* True radials; Malden. Mo., omni¬ 
range station. Including an east alter¬ 
nate from the Memphis omnirange 
station to the Malden omnirange station 
via the direct radials; Farmington. Mo., 
omnirange staUon. Including a west 
alternate; St. Louis, Mo., omnirange sta¬ 
Uon, including a west alternate; Spring- 
field. Ill., omnirange staUon, including a 
west alternate; Pontiac. Ill., omnirange 
staUon; Joliet, I1L, omnirange station; 
Naperville, Ill., omnirange staUon; to the 
Milwaukee, Wis., omnirange station, in¬ 
cluding a west alternate via the point of 
intersection of the Janesville. Wis., 
omnirange 107* True and the Milwaukee 
omnirange 189* True radials. 

14. Section 600 6010 VOR civil airway 

No. 10 ( Pueblo. Colo., to New York. N. Y .) 
is amended by changing the portion 
which reads: “Kirksviile, Mo., omni¬ 
range station, including a south alter¬ 
nate via the Intersection of the Kansas 
City omnirange 077* True and the Kirks- 
ville omnirange 225* True radials;” to 
read: “Kirksviile, Mo., omnirange 

station;”. 

15. Section 600.6014 VOR civil airway 
No. 14 (Roswell , N . Afex., to Boston. 
Mass.) is amended by changing the por¬ 
tion which reads: “Vane!alia, DL, omni¬ 
range staUon. including a north 
alternate via the intersecUon of the St. 
Louis omnirange 032* True and the Van- 
dalla omnirange 273* True radials; Terre 
Haute, Ind., omnirange staUon. includ¬ 
ing a north alternate via the intersection 
of the Vandalia omnirange 054* True and 
the Terre Haute omnirange 283' True 
radials;” to read: “Vandalia. III., omni¬ 
range staUon; Terre Haute, Ind., omni¬ 
range staUon;”. 

16. Section 600.6027 VOR civil airway 
No. 27 (Los Angeles. Calif., to Seattle. 
Wash.) is amended by changing the por¬ 
tion which reads; “Point Reyes, Calif., 
omnirange staUon, including a west al¬ 
ternate from the Salinas omnirange sta¬ 
tion to the Point Reyes omnirange 
station via the intersecUon of the Saline* 
omnirange 300* True and the Point 
Reyes omnirange 155* True radials;” to 
read: “Point Reyes, Calif., omnirance 
staUon, including an east alternate from 
the Salinas omnirange station to the 
Point Reyes omnirange staUon via the 
San Francisco, Calif., omnirange station 
and the Oakland, Calif., omnirange sta¬ 
tion and also a west alternate from the 
Salinas omnirange staUon to the Point 
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Reyes omnirange station via the inter¬ 
section of the Salinas omnirange 300“ 
True and the Point Reyes omnirange 
155* True radials;*. 

17. Section 600.0030 VOR civil airway 
No. 30 (Milwaukee, Wisto Nantucket, 
Mass.) is amended by changing all before 
the Litchfield. Mich., omnirange station 
to read: "From the Milwaukee. Wis., 
omnirange station via the Pullman. 
Mich., omnirange station, Including a 
south alternate via the intersection of 
the Milwaukee omnirange 126“ True and 
the Pullman omnirange 278“ True 
radiate; Litchfield. Mich., omnirange 
station;**. 

18. Section 600.6034 is amended to 
read: 

8 600.6034 VOR civil airway No. 34 
<Rochester . N. Y. t to Wilton, Conn.). 
Prom the Rochester. N. Y.. omnirange 
station via the Binghamton. N. Y., omni¬ 
range station; Wilton, Conn., omnirange 
station; to the point of intersection of 
the Wilton omnirange 090“ True and the 
Norwich. Conn., omnirange 224* True 
radiate. The portion of this airway be¬ 
low 6000 feet above mean sea level, with¬ 
in the West Point restricted area <R- 
93). is excluded dally from sunrise to 
sunset during the period from March 1 
to November 1 each year. 

19. Section 600 6036 is amended to 
read: 

1600.6036 VOR civil airway No. 36 
( Toronto. Ontario, to New York, N. Y.). 
That airspace over United States terri¬ 
tory from the Toronto. Ontario, omni¬ 
range station via the intersetcion of the 
Toronto omnirange 141* True and the 
Buffalo omnirange 312* True radiate; 
Buffalo, N. Y., omnirange station; El¬ 
mira. N. Y.. omnirange station; Wilkes- 
Barre-Scran ton, Pa., omnirange station; 
to the point of intersection of the Wilkes- 
Barre-Scranton omnirange 117* True 
and the Wilton, Conn,, omnirange 240“ 
True radiate. 

20. Section 600.6051 VOR civil airway 
No. 51 (Miami, Fla., to Chicago. III.) is 
amended by changing all before the Ma¬ 
con, Ga., omnirange station to read: 

From the Miami. Fla., omnirange sta¬ 
tion via the intersection of the Miami 
omnirange 338* True and the Vero 
Beach omnirange 192* True radiate; Vero 
Beach, Fla., omnirange station; Daytona 
Beach, Fla., omnirange station; Jackson¬ 
ville, Fla., omnirange station; intersec¬ 
tion of the Jacksonville omnirange 319* 
True and the Alma omnirange 148* True 
radiate Alma. Ga., omnirange station, in¬ 
cluding an east and a west alternate from 
the Jacksonville omnirange station to 
the Alma omnirange station; Macon, Ga., 
omnirange station;” and by adding a new 
last sentence to read: “The portions of 
this airway which overlap the Sterling 
restricted area (R-169 and R-170) are 
excluded.” 

21. Section 600.6053 is amended by 
changing the caption to read: “ VOR 
civil airway No. 53 (Charleston . S. C.. to 
Chtcago . IU.)* and by changing all after 
the Peotone, Ill., omnirange station to 
redd: 'Peotone. 111., omnirange station; 
to the Chicago. Ill., Midway Airport ter¬ 
minal omnirange station.** 


22. Section 600.6058 is amended to 
read: 

5 600.6058 VOR civil airway No. 58 
( Pittsburgh . Pa., to Hartford, Conn.). 
From the Pittsburgh, Pa., omnirange sta¬ 
tion via the Philipsburg, Pa , omnirange 
station; Williamsport. Pa . omnirange 
station; Intersection of the Williamsport 
omnirange 083* True and the Wilkcs- 
Barre-Scranton omnirange 238* True 
radiate; Wilkes-Barre-Scran ton. Pa.., 
omnirange station; Poughkeepsie, N. Y., 
omnirange- station; Hartford, Conn., 
omnirange station: to the point of inter¬ 
section of the Hartford omnirange 130* 
True and the Rivcrhead, N. Y.. omni¬ 
range 042* True radiate. 

23. Section 600.6063 VOR civil airway 
No. 63 ( McAlesler, Okla., to Milwaukee, 
Wis). is amended by changing the por¬ 
tion which reads: *'to the Milwaukee. 
Wis., omnirange station, including a west 
alternate via the intersection of the 
Janesville omnirange 051* True and the 
Milwaukee omnirange 286* True ra¬ 
diate.” to read, **to the Milwaukee. Wis., 
omnirange station, including a west 
alternate via the intersection of the 
Janesville omnirange 031* True and the 
Milwaukee omnirange 273* True radiate.” 

24. Section 600.6084 is amended to 
read: 

8 600.6084 VOR civil airway No. 64 
(Bradford. Ill, to Buffalo. N. Y.). That 
airspace over United States territory 
from the Bradford. HI., omnirange via 
the Joliet, HI., omnirange station; to the 
Chicago. HI.. Midway Airport terminal 
omnirange station. From the Pullman, 
Mich., omnirange station via the Lan¬ 
sing, Mich., omnirange station; Self ridge, 
Mich., omnirange station; London, Ont., 
omnirange station; to the Buffalo. N. Y., 
omnirange station. 

25. Section 600.6091 is amended to 
read: 

8 600.6091 VOR civil airway No. 91 
(New York, N. Y.. to Montreal. Quebec ). 
That airspace over United States terri¬ 
tory from the Idlewild, N. Y„ omnirange 
station via the point of intersection of 
.the Idlcwild omnirange 042* True and 
* the Wilton omnirange 185* True radiate; 
Wilton, Conn., omnirange station; 
Poughkeepsie, N. Y-. omnirange station; 
Albany. N. Y., omnirange station, Platts- 
burg, N. Y., omnirange station; to the 
Montreal, Quebec, omnirange station. 

26. Section 600.6097 is amended by 
changing the caption to read: “VOR civil 
ainoay No. 97 (Miami. Fla., to Alexan¬ 
dria, Affnn.)** and by changing all after 
the La Crosse, Wte., omnirange station 
to read: “La Crosse, Wis., omnirange 
station; intersection of the La Crosse 
omnirange 311* True radial and the 
Mlnncapolis-St. Paul International Air¬ 
port ILS 121* True localizer course: Min- 
neapolis-St. Paul, Minn., International 
Airport ILS localizer; intersection of the 
Minneapolis-St. Paul International Air¬ 
port ILS 301* True localizer course and 
the Alexandria omnirange 136* True 
radial; to the Alexandria, Minn., omni¬ 
range station. The portions of this air¬ 
way above 19.000 feet above mean sea 
level, which lie within the Tyndall AFB 
restricted area iRr-336) and the Tyndall 
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AFB warning area i W-337) arc excluded 
daily between sunset and sunrise.'* 

27. Section 600.6098 is amended to 
read: 

5 600.6098 VOR civil airway No. 98 
<Fort Wayne. Ind.. to Montreal. Quebec ). 
That airspace over United States terri¬ 
tory from the Fort Wayne. Ind., omni¬ 
range station via the Carleton, Mich , 
omnirange station; Windsor. Ontario, 
omnirange station; London, Ontario, 
omnirange station; .Toronto, Ontario, 
omnirange station; Stirling, Ontario, 
omnirange station; Mossena, N. Y., om¬ 
nirange station; to the Montreal, Quebec, 
omnirange station. 

28. Section 600.6128 VOR civil airway 
No. 128 (Chicago. III. to New Bern, N. C.) 
is amended by changing the portion 
which reads: “excluding the airspace 
above 5500 feet above mean sea level, 
daily from sunset to sunrise, of that por¬ 
tion of this airway between the point of 
intersection of the Wilmington, N. C. # 
omnirange 005* True and the New Bern. 
N. C., omnirange 297* True radiate and 
the New Bern, N. C„ omnirange station.** 
to read: “excluding the airspace above 
5500 feet above mean sea level, doily from 
sunset to sunrise, of that portion of this 
airway which lies beneath, and conflicts 
with, the Cherry Point restricted area 
(R-125).** 

29. Section 600.6153 te amended to 
read: 

8 600.6153 VOR civil airway No. 153 
<New York, N. Y.. to Wilkes-Barre, Pa ). 
From the Caldwell, N. J., omnirange 
station via the Stillwater. N. J., omni¬ 
range station; to the Wilkes-Barre, Pa., 
omnirange station, 

30. Section 600.6159 VOR civil airway 
No. 159 (Miami, Fla., to Albany, Ga.) is 
amended by changing all after the Vero 
Beach. Fla., omnirange station to read: 
“Vero Beach, Fla., omnirange station; 
Orlando, Fla., omnirange station; Cross 
City. Fla., omnirange station; to the Al¬ 
bany, Ga., omnirange station.** 

31. Section 600.6164 VOR civil airway 
No. 164 (Bradford. Pa., to New York. 
N. Y.) is amended by changing the por¬ 
tion which reads: “to the point of inter¬ 
section of the Stroudsburg omnirange 
083* True and the Wilkes-Barre-Scran¬ 
ton, Pa., omnirange 117“ True radiate.*’ to 
read: “to the point of intersection of the 
Stroudsburg omnirange 118° True and 
the Caldwell, N. J., omnirange 217* True 
radiate.” 

32. Section 600.6171 is amended to 
read: 

8 600.6171 VOR civil airway No. 171 
(Louisville, Ky„ to Madison, Wis 
From the Louisville, Ky.. omnirange sta¬ 
tion via the Scotland. Ind., omnirange 
station; Terre Haute, Ind., omnirange 
station; Peotone, 111., omnirange station; 
Joliet. III., omnirange station; intersec¬ 
tion of the Joliet omnirange 316* True 
and the Janesville omnirange 157* True 
radiate; Janesville, Wte.. omnirange sta¬ 
tion; to the point of intersection of the 
Janesville omnirange 339" True and the 
Lone Rock, Wte., omnirange 103* True 
radiate; 

33. Section 600.6172 VOR civil airway 
No. 172 (Omaha, Ncbr., to Chicago, 111 ) 
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Is amended by changing the portion 
which reads: “Des Moines omnirange 
247* True radials;** to read: “Des Moines 
omnirange 246* True radials;**. 

34. Section 600.6177 is amended to 
read: 

i 600.6177 VOR civil airway No. 177 
( Chicago , Ill. t to Madison, Wis.). From 
the Naperville, Ill., omnirange station via 
the Janesville. Wis.. omnirange station; 
to the point of intersection of the Janes- 
ville omnirange 017* True and the Mil¬ 
waukee, Wis., omnirange 273* True 
radials. 

35. Section 600.6180 VOR civil airway 
No. 180 ( Lansing. Mich., to Set fridge, 
Mich.) is revoked. 

36. Section 600.6186 is amended to 
read: 

§ 600.6186 VOR civil airway No. 186 
(St. Louis. Mo., to Scotland, fnd.) From 
the St. Louis. Mo., omnirange station via 
the intersection of the St. Louis omni¬ 
range 032* True and the Vandalia omni¬ 
range 273* True radials; Vandalia, Ill., 
omnirange station; intersection of the 
Vandalia omnirange 073* True and the 
Scotland omnirange 293* True radials; 
to the Scotland. Ind., omnirange station. 

37. Section 600.6187 is amended to 
read: 

5 600.6187 VOR civil airway No. 187 
(Chicaoo. III., to Milwaukee, Wis. ). From 
the Naperville, III., omnirange station via 
the point of intersection of the Naper¬ 
ville omnirange 064* True and the Chi¬ 
cago Heights, Ill., omnirange 009* True 
radials: point of intersection of the Chi¬ 
cago Heights omnirange 009* True and 
the Milwaukee omnirange 126* True ra¬ 
dials: to the Milwaukee, Wis., omnirange 
station. 

38. Section 600.6194 VOR civil airway 
No. 194 ( Royston , Oa.. to Norfolk, Va.) 
is amended by changing all after the 
Charlotte, N. C.. omnirange station to 
read: “Charlotte, N. C.. omnirange sta¬ 
tion; Raleigh. N. C., omnirange station; 
Rocky Mount, N. C., omnirange station, 
including a south alternate via the inter¬ 
section of the Raleigh omnirange 116" 
True and the Rocky Mount omnirange 
237* true radials; Cofleld, N. C., omni¬ 
range station; point of intersection of 
the Cofleld omnirange 058* True and the 
Norfolk ILS localizer southwest course; 
Norfolk, Va., ILS localizer; to the point 
of intersection of the Norfolk ILS local¬ 
izer northeast course and the Norfolk, 
Va., VAR north course.** \ 

39. Section 600.6216 Is added to read: 

5 600.6216 VOR civil airway No. 216 
(Janesville, Wis., to Milwaukee, Wis.). 
From the Janesville. Wis., omnirange sta¬ 
tion to the point of intersection of the 
Janesville omnirange 073* True and the 
Milwaukee, Wis., omnirange 161* True 
radials. 

40. Section 600.6217 is added to read: 

9 600.6217 VOR civil airway No. 217 
(Chicago, III., to Milwaukee. Wis.). 
From the Naperville, IU.. omnirange sta¬ 
tion via the point of intersection of the 
Janesville. Wis., omnirange 107* True 
and the Chicago Heights. HI., omnirange 
342* True radials; point of intersection 
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of the Chicago Heights omnirange 342* 
True radial and the Milwaukee (General 
Mitchell Field) ILS localizer front 
course: Milwaukee. Wis., (General 
Mitchell Field) ILS localizer; to the point 
of intersection of the Milwaukee (Gen¬ 
eral Mitchell Field) ILS localizer back 
course and the Milwaukee, Wis., omni¬ 
range direct radial to the Muskegon, 
Mich., omnirange station. 

41. Section 600.6218 is added to read: 

§ 600.6218 VOR civil airway No. 218 
(Lansing. Mich., to Flint, Mich.), From 
the Lansing. Mich., omnirange station to 
the point of intersection of the Lansing 
omnirange 068* True and the Salem, 
Mich., omnirange 342* True radials. 

42. Section 600.6219 is added to read: 

5 600 6219 VOR civil airway No. 219 
(Janesville , Wis., to Milwaukee, Wis.), 
From the Janesville, Wis,, omnirange 
station to the point of Intersection of the 
Janesville omnirange 058* True and the 
Milwaukee, Wis., omnirange 126* True 
radials. 

43. Section 600.6224 Is added to read: 

5 600.6224 VOR civil airway No. 224 
(Detroit, Mich., to United States- 
Canadian Border >. That airspace over 
United States territory from the Carle- 
ton, Mich., omnirange station to the 
point of intersection of the Carleton 
omnirange 076* True and the Erie, Pa., 
omnirange 280’ True radials. 

44. Section 600.6225 VOR civil airway 
No. 225 <Key West, Fla., to Vero Beach, 
Fla.) is amended by changing the last 
sentence to read: “The portions of this 
airway above 20.000 feet above mean sea 
level, which overlap the Key West warn¬ 
ing area (W-173) are excluded.** 

45. Section 600.6226 is added to read: 

9 600.6226 VOR civil airtcay No. 226 
( Williamsport , Pa., to New York, N. Y.). 
From the Williamsport, Pa., omnirange 
station via the point of intersection of 
the Williamsport omnirange 088* True 
and the Wilkes-Barrc-Scranton. Pa., 
omnirange 238* True radials; Stillwater. 
N. J., omnirange station; to the point of 
intersection of the WUkes-Barre-Scran- 
ton. Pa., omnirange 117* True and the 
Wilton, Conn., omnirange 240* True 
radials. 

46. Section 600.6227 Is added to read: 

9 600.6227 VOR civil airway No. 227 . 
[Unassigned.) 

47. Section 600.6232 is added to read: 

9 600.6232 VOR civil airway No. 232 
(Hill City, Kans., to Satina, Kans.). 
From the Hill City, Kans., omnirange 
station via the intersection of the Hill 
City omnirange 093" True and the Sallna 
omnirange 286* True radials; to the 
Salma, Kans., omnirange station. 

(Sec. 205. S3 Stat. 984, amended; 49 U. S. C. 
425. Interpret or apply acc. 302. 62 Suo. 985. 
ft* amended; 49 U. S. C. 452) 

This amendment shall become effec¬ 
tive 0001 e. s. t. March 8. 1956. 

[seal] c. J. LOWEJf. 

Administrator of Civil Aeronautics. 

|P. R. Doc. 56-1048; Filed, Fob. 0, 1956; 

5; 45 a. m. J 


f Arndt. 3] 

Part 601— Designation of Control 

Areas, Control Zones, and Reportinu 

Points 

alterations 

The control area, control zone and re¬ 
porting point alterations appearing here¬ 
inafter have been coordinated with the 
civil operators Involved, the Army, the 
Navy and the Air Force, through the Air 
Coordinating Committee. Airspace Panel, 
and are adopted to become effective when 
Indicated in order to promote safety. 
Compliance with the notice, procedures, 
and effective date provisions of section 4 
of the Administrative Procedure Act 
would be impracticable and contrary to 
public interest and therefore is not 
required. 

Part 601 Is amended as follows: 

1. Section 601.201 is added to read: 

$ 601.201 Red civil airway No. 1 con¬ 
trol areas <Big Spring, Tex., to San An¬ 
tonio, Tex.). All of Red civil airway 
No. 1. 

2. Section 601.274 Red civil airway No. 
74 control areas (Louisville, Ky., to Cin¬ 
cinnati, Ohio) is revoked. 

3. Section 601.625 is amended to 
read: 

9 601.625 Blue civil airway No. 25 
control areas (Middleton Island. Alaska, 
to Big Delta. Alaska). All of Blue civil 
airway No. 25. 

4. Section 601.643 Blue civil airway No. 
43 control areas (Delta Island to Willow, 
Alaska ). is revoked. 

5. Section 601.1377 Control area ex¬ 
tension ( Boston, Mass.), is amended by 
adding the following portion to present 
control area extension: “and that air¬ 
space south of Boston within a 25-mile 
radius of the Boston radio range station 
bounded on the northeast by VOR civil 
airway No. 141 and on the west by VOR 
civil airway No. 139.** 

6. Section 601.1397 is added to read: 

9 601.1397 Control area extension 
(Cordova. Alaska). Within 5 miles 
either side of the southwest course of 
the Cordova, Alaska, radio range extend¬ 
ing from the intersection of the south¬ 
west course of the Cordova radio range 
with the east course of the Hinchln- 
brook, Alaska, radio range to the inter¬ 
section of the southwest course of the 
Cordova radio range with the southwest 
course of the Hinchinbrook radio range: 
within 5 miles either side of the southeast 
course of the Cordova. Alaska radio range 
extending from the intersection of the 
southeast course of the Cordova radio 
range and the east course of the Hin¬ 
chinbrook, Alaska, radio range to a point 
20 miles southeast. 

7. Section 601.1398 Is added to read: 

9 601.1398 Control area extension 
(Anchorage, Alaska). That airspace 
within a 25-mlle radius of the Anchorage 
International Airport excluding the por¬ 
tion w’hlch overlaps restricted area R-348 
and excluding the portion in the south 
quadrant of the Anchorage radio range 
between Amber civil airway No.l and Red 
civil airway No. 40. 
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8. Section 601.1934 Five-mile radius 
zones is amended by adding the following 
airports; 

Talkectna. Alaska: Talkcetna Airport. 

Middleton Lai and, Alaska: Middleton Is¬ 
land Airport. 

and by deleting the following airports: 

Blllings, Mont.: Billings Municipal Airport. 

Ullp. N. Y.: Mac Arthur Field. 

9. Section 601.2050 is amended to 
read: 

ft 601 2050 Garden City , Kans. control 
zone . Within a 5-milc radius of the 
Garden City Municipal Airport (new) 
including the airspace within 2 miles 
either side of the 300' True radial of the 
Garden City omnirange extending to a 
point 12 miles northwest of the omni¬ 
range station, within 2 miles either side 
of the north course of the Garden City 
radio range extending to a point 12 miles 
north of the radio range station and 
within 2 miles cither side of a line bear¬ 
ing 144* True extending from the radio 
range station to the Garden City Munic¬ 
ipal Airport (new). 

10. Section 601.2061 is amended to 

read; 

ft 601.2061 Lincoln, Nebr.. control 
zone. Within a 5-mile radius of the Lin¬ 
coln Air Force Base, within 2 miles either 
side of the north course of the Lincoln 
radio range extending from the radio 
range station to a point 10 miles north, 
within 2 miles either side of the front 
course of the Lincoln ILS localizer ex¬ 
tending from the localizer to a point 12 
miles northwest of the outer marker, 
and within 2 miles either side of the 
south course of the Lincoln radio range 
extending to a point 15 miles south of 
the Lincoln Air Force Base. 

11. Section 601.2118 is amended to 
read: 

ft 601.2118 Langley AFB. Va., control 
zone. Within a 5-mile radius of Langley 
Air Force Base excluding the portion 
which overlaps restricted area (R-49), 
within a 5-milc radius of Patrick Henry 
Airport, within 2 miles either side of the 
Patrick Henry Airport ILS localizer 
course extending from the localizer to a 
point 10 miles southwest of the outer 
marker, and the airspace lying 5 miles 
southwest of and parallel to a line con¬ 
necting the centers of Langley AFB and 
Patrick Henry Airport. 

12. Section 601.2239 is amended to 
read: 

ft 601.2239 Cordova. Alaska, control 
zone . Within a 5-mile radius of the 
Cordova (Mile 13) Airport, within 5 miles 
either side of a line extending from the 
airport to the Cordova (localizer) radio 
range station and within 5 miles either 
side of the southeast and southwest 
courses of the Cordova (localizer) radio 
range extending from the radio range 
station to Amber civil airway No. 1. 

13. Section 601.2361 is amended to 

read: 

ft 601.2361 Grosse lie, Mich., control 
zone. That airspace over United States 
territory within a 3-mile radius of the 
Grosse He Naval Air Station and within 


2 miles either side of lines bearing 209* 
True and 29* True from the Grosse Ilo 
nondircctional radio beacon extending 
from a point 10 miles southwest of the 
nondircctional radio beacon to the three- 
mile radius zone. 

14. 8ection 601.2374 Is added to read: 

ft 601.2374 Billings, Mont,, control 
zone . Within a 5-mile radius of the 
Billings Municipal Airport and within 2 
miles either side of a line bearing 293* 
True extending from the airport to a 
point 9.6 miles northwest. 

15. Section 601.2375 Is added to read: 

ft 601.2375 Isllp, N. Y., control zone . 
Within a 5-mile radius of MacArthur 
Airport and within 2 miles either side of 
the Islip ILS localizer course extending 
from the localizer to a point 3 miles 
southwest of the outer marker. 

16. Section 601.4201 is added to read: 

ft 601.4201 Red civil airway ATo. 1 (Big 
Spring . Tex., to San Antonio. Tex.). 
Junction, Tex., nondircctional radio 
beacon. 

17. Section 601.4274 Red civil airway 
No. 74 ( Louisville, Ky. t to Cincinnati , 
Ohio) is revoked. 

18. Section 601.4625 is amended by 
changing the caption to read: “ Blue civil 
airway No. 25 t Middleton Island, Alaska, 
to Big Delta, Alaska)" 

19. Section 601.4630 Blue civil airway 
No. 30 ( Brownsville, Tex., to Pueblo, 
Colo.) is amended by deleting the follow¬ 
ing reporting point: “Junction, Tex., 
nondirectional radio beacon 

20. Section 601.4643 Blue civil airway 
No. 43 (Delta Island. Alaska, to Willow, 
Ataska), is revoked. 

21. Section 601.6002 is amended to 
read: 

ft 601.6002 VOR civil airway No. 2 
control areas ( Seattle. Wash., to Boston, 
Mass.). All of VOR civil airway No. 2, 
including north and south alternates. 

22. Section 601.6005 is amended by 
changing the caption to read: *' VOR civil 
airway No. 5 control areas (Miami, Fla., 
to London, Ontario)." 

23. Section 601.6035 Is amended to 
read: 

ft 601.6035 VOR civil airway No. 35 
control areas (Miami, Fla., to Syracuse, 
N. Y.). All of VOR civil airway No. 35 
including an east alternate from the 
Elmira, N. Y., omnirange station to the 
Syracuse. N. Y.. omnirange station, but 
excluding the airspace between the main 
airway and this east alternate airway 
and also excluding ail the airspace below 
2,000 feet above mean sea level which 
lies beyond the continental limits of the 
United States. 

24. Section 601.6036 is amended to 
read: 

ft 601.6036 VOR civil airway No. 36 
control areas < Toronto, Ontario, to New 
York. N. Y.). All of VOR civil airway 
No. 36. 

25. Section 601.6053 is amended to 
read: 

ft 601.6053 VOR civil airway No. 53 
control areas (Charleston, S. C„ to Chi - 
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capo. III.). All of VOR civil airway No. 
53 Including west alternates. 

26. Section 601.6084 is amended to 
read: 

§601.6084 VOR civil airway No. 84 
control areas (Bradlord. III., to Buffalo, 
N. Y.), All of VOR civil airway No. 84. 

27. Section 601.6091 is amended to 
read: 

ft 601.6091 VOR civil airway No. 91 
control areas (New York, N. Y., to Mont¬ 
real, Quebec), All of VOR civil airway 
No. 91. 

28. Section 601.6098 is amended to 
read: 

ft 601.6098 VOR civil airway No. 98 
control areas (Fort Wayne, Ind., to 
Montreal. Quebec). AU of VOR civil 
airway No. 98. 

29. Section 601.6177 is amended to 
read: 

ft 601.6177 VOR civil airway No. 177 
control areas (Chicago, III., to Madison, 
Wis.). All of VOR civil airway No. 177. 

30. Section 601.6180 VOR civil airway 
No. 180 control areas (Lansing, Mich., to 
Self ridge. Mich.), is revoked. 

31. Section 601.6216 is added to read: 

ft 601.6216 VOR civil airway No. 216 
control areas ( Janesville, Wis., to Mil¬ 
waukee, Wis.). All of VOR civil airway 
No. 216. 

32. Section 601.6217 is added to read: 

ft 601.6217 VOR civil airway No. 217 
control areas (Chicago, 1U., to Milwau¬ 
kee. Wis.). All of VOR civil airway No. 
217. 

33. Section 601.6218 is added to read: 

ft 601.6218 VOR civil airway No. 218 
control areas < Lansing. Mich., to Flint. 
Mich.). All of VOR civil airway No. 218. 

34. Section 601.6219 is added to read: 

ft 601.6219 VOR civil airway No. 219 
control areas (Janesville , Wis.. to Mil¬ 
waukee, Wis.). All of VOR civil airway 
No. 219. 

35. Section 601.6224 is added to read: 

1601.6224 VOR civil airway No. 224 
cotitrol areas < Detroit, Mich., to the 
United States-Canadian Border). All of 
VOR civil airway No. 224. 

36. Section 601.6226 is added to read: 

ft 601.6226 VOR civil airway No. 226 
control areas (Williamsport, Pa., to New 
York. N. Y.), All of VOR civil airway 
No. 226. 

37. Section 601.6227 is added to read: 

ft 601.6227 VOR civil ainoay No. 227 
control areas. lUnassigncd.i 

38. Section 601.6232 is added to read: 

§ 601.6232 VOR civil airway No. 232 
control areas (Hill City, Mans., to Salina , 
Kans. ). All of VOR civil airway No. 232. 

39. Section 601.7001 VOR Domestic 
reporting points is amended by adding 
the following reporting points: 

Fortuna, CaUf., omnirange station. 

Williams. Calif., omnirange station. 







926 


RULES AND REGULATIONS 


White Cloud. Mich., omnirange station. 
Cofield. N. C., omnirange station. 

Perrli Intersection: The Intersection of the 
Long Beach. Calif., omnirange 095* True and 
the March <Riverside), Calif., omnirange 188• 
True radials. 

Tahoe Intersection: The Intersection of 
the Sacramento, Calif., omnirange 055* True 
radial and a line bearing 308* True to the 
Conner Summit noudlrectlonal radio beacon. 

Mt. Lola Intersection: The Intersection of 
the Sacramento. Calif., omnirange 040* True 
and the Reno, Ncv.. omnirange 268* True 
radlala. 

ftnd by changing the following reporting 
points to read: 

Mcndota Intersection: The Intersection at 
the Janesville. Wls. omnirange 330' True 
anil the Lone Rock. Win., omnirange 103* 
True radials. 

Newburgh Intersection: The intersection 
of the Wilton, Conn . omnirange 205* Tmc 
and the Poughkeepsie. N. Y., omnirange 234* 
True radials. 

<8cc. 205. 52 Stat. 984, as amended: 49 U. S. C. 
425. Interpret or apply sec. 001, 62 Stat. 
1107. as amended; 49 U. 8. C. 561) 

This amendment shall become effective 
0001 e. 8. t. March 8,1956. 

[seal] C. J. Lowen, 

Administrator of Civil Aeronautics . 

IF. R. Doc. 68-1049; Filed. Feb. 9. 1956; 
8:46 a. m.) 


[Arndt. 1511 

Part 608—Restricted Areas 

ALTERATION 

The restricted area alteration appear¬ 
ing hereinafter has been coordinated 
with the civil operators involved, the 
Army, the Navy, and the Air Force, 
through the Air Coordinating Commit¬ 
tee, Airspace Panel and is adopted to be¬ 
come effective when indicated in order 
to promote safety of the Hying public. 
Since a military function of the United 
States is involved, compliance with the 
notice, procedure and effective date pro¬ 
visions of section 4 of the Administrative 
Procedure Act is not required. 

Part 808 is amended as follows: 

In 8 608.19. the Moody AFB, Georgia, 
area (R-469 formerly D-469), published 
on October 9. 1954 In 19 F. R. 6513, is re¬ 
described as follows: "Starting at a point 
at latitude 31*30 00". longitude 82*36' 
00"; thence to latitude 31M3'00". longi¬ 
tude 82°29*00"; thence to latitude 30* 
52 35". longitude 82*21 50"; thence to 
latitude 30*32 00", longitude 82*57 00"; 
thence to latitude 31*11*00", longitude 
83*47*00"; thence to latitude 31*30*00". 
longitude 83*30*00"; thence to a point 
of origin, excluding that portion in con¬ 
flict with V-22 airway." 

(Sec. 203. 52 8tat. 984. as amended: 49 U. 8. C. 
425. Interprets or applies sec. 601. 62 Stat. 
1007. os amended; 49 U. 8. C. 661) 

This amendment shall become effec¬ 
tive on March 8, 1956, 

[seal! C.J. Lowen, 

Administrator of Civil Aeronautics. 

[F. R. Doc. 56-1077; Filed, Feb. 9, 1956; 

6:51 a. m.J 


TITLE 16—COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 

Sutxhaptof 8—Trod* Practice 
Conference Rules 

[File No. 21-463 J 

Part 23—Diamond Industry 

PROMULGATION OF TRADE PRACTICE RULES 

Due proceedings having been held 
under the trade practice conference pro¬ 
cedure in pursuance of the Act of Con¬ 
gress approved September 26. 1914, as 
amended (Federal Trade Commission 
Act), and other provisions of law ad¬ 
ministered by the Commission; 

It is now ordered , That the Group I 
trade practice rules as hereinafter set 
forth, which have been approved by the 
Commission in this proceeding, be pro¬ 
mulgated as of February 10, 1956. 

Statement by the Commission. Trade 
practice rules for the Diamond Industry, 
as hereinafter set forth, are promul¬ 
gated by the Federal Trade Commission 
under the trade practice conference pro¬ 
cedure. The rules supersede, with re¬ 
spect to the products of the industry, 
previously applicable trade practice 
rules. (See "Application of the Rules." 
below.) 

These rules have application to the 
sale, offering for sale, or distribution in 
commerce, by any person, firm, corpora¬ 
tion, or organization, of diamonds (other 
than industrial diamonds), whether cut, 
polished, or in the rough; synthetic dia¬ 
monds and imitation diamonds; and of 
any jewelry items or other products con¬ 
taining diamonds, synthetic diamonds, 
or Imitation diamonds. 

The rules are directed to the preven¬ 
tion and elimination of various practices 
deemed to be violative of laws admin¬ 
istered by the Commission. They arc to 
be applied to such end and to the exclu¬ 
sion of any acts or practices whlclvsup- 
press competition or otherwise restrain 
trade. 

Proceedings under which the rules 
have been established were instituted 
upon application from members of the 
industry. A general industry conference 
was held under Commission auspices in 
New York City on May 6, 1954, at 
which proposals for rules were submitted 
for consideration of the Commission. 
Thereafter, proposed rules were pub¬ 
lished by the Commission and made 
available to all industry members and 
other interested or affected parties upon 
public notice whereby they were afforded 
opportunity to present their views, in¬ 
cluding such pertinent information, sug¬ 
gestions. or amendments as they desired 
to offer, and to be heard in the premises. 
Pursuant to such notice, a public hear¬ 
ing was held in New York City on April 
15,1955, and all matters there presented, 
or otherwise received in the proceeding, 
were duly considered by the Commission. 
Thereafter, and upon full consideration 
of the entire matter, final action was 
taken by the Commission whereby it 
approved the rules os hereinafter set 
forth. 


The rules as approved become opera¬ 
tive thirty (30) days after date of 
promulgation. 

The rules. These rules promulgated 
by the Commission are designed to foster 
and promote the maintenance of fair 
competitive conditions in the interest of 
protecting industry, trade, and the pub¬ 
lic. It is to this end. and to the exclusion 
of any act or practice which fixes or con¬ 
trols prices through combination or 
agreement, or which unreasonably re¬ 
strains trade or suppresses competition, 
or otherwise unlawfully Injures, destroys, 
or prevents competition, that the rules 
are to be applied. 

Sec. 

23.0 Definition of "diamond.** 
cAour i 

23.1 Misrepresentation and deception In 
general. 

23 2 Mlauae of the word "diamond.** 

23.3 Misuse of word* "reproduction/* ••rep¬ 
lica,'* "diamond-like/* "synthetic," 
etc. 

23 4 Misuse of word "perfect/* etc. 

23.5 Deception aa to color; mlouse of term 

•‘blue white/' etc. 

23.6 MUuite of the term “properly cut.** etc. 

23.7 Misuse of the words "brUUanf and 

"full cut." 

23.8 Misuse of term "clean/* etc. 

23.9 Misrepresentation of weight, “total 

weight/* 

23 10 Misuse of the word “gem/* 

28.11 Misleading Illustration*. 

23.12 Misrepresentation os to character of 

business. 

23 13 Fictitious prices, price lists, etc. 

23.14 Misuse of terms "ctoa»-outa." "dis¬ 

continued lines." "special bargains." 
etc. 

23.15 "Balt" advertising. 

23.18 Misuse of term "certified," etc. 

23.17 Aiding or abetting use of unfair trade 
practices. 

Axrrnoarrr: M23.0 to 23.17 Issued undrr 
»ec. 6. 38 8tat. 721: 15 U. 8. C. 46. Interpret 
or apply sec. 5, 36 Slat. 719, as amended; 
15 U. 8. C. 45. 

General statement. The unfair trade 
practices embraced in the rules herein 
are considered to be unfair methods of 
competition, unfair or deceptive acts 
or practices, or other Illegal practices, 
prohibited under laws administered by 
the Federal Trade Commission; and ap¬ 
propriate proceedings in the public in¬ 
terest will be taken by the Commission 
to prevent the use, by any person, part¬ 
nership, corporation, or other organiza¬ 
tion subject to its jurisdiction, of such 
unlawful practices in commerce. 

Application of the rules. The rules 
herein have application to the sale, of¬ 
fering for sale, or distribution in com¬ 
merce, by any person, firm, corporation, 
or organization, of diamonds (other 
than industrial diamonds), whether cut. 
polished, or in the rough: synthetic dia¬ 
monds and imitation diamonds; and of 
any jewelry items or other products con¬ 
taining diamonds, synthetic diamonds, 
or imitation diamonds. 

With respect to the sale, offering for 
sale, or distribution of such products, 
these rules supersede those promulgated 
for the Educational Jewelry Industry on 
January 21. 1932. for the Wholesale 
Jewelry Industry on March 18. 1938, and 
for the Catalog Jewelry and Giftware 
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Industry on December 23. 1943 (16 CFR 
Parts 69. 128, and 157, respectively). 

4 23.0 Definition of "diamond” A 
diamond is a natural mineral consisting 
essentially of pure carbon crystallized 
in the isometric system and is found in 
many colors. Its hardness is 10; its 
specific gravity approximately 3.52; and 
it has a refractive index of 2.42. 

cnour i 

J 23.1 Misrepresentation and decep¬ 
tion in general. It is an unfair trade 
practice to use, or cause or promote the 
use of, any trade promotional literature, 
advertising matter, guarantee, warranty, 
mark, brand, label, trade name, picture, 
design or device, designation, or other 
type of oral or written representation, 
however disseminated or published, 
which has the capacity and tendency or 
effect of misleading or deceiving pur¬ 
chasers or prospective purchasers with 
respect to the type, kind, grade, quality, 
color, cut, quantity, size, weight, nature, 
.substance, durability, serviceability, ori¬ 
gin, preparation, production, manufac¬ 
ture, distribution, or customary or regu¬ 
lar price, of any diamond or other 
product of the industry, or which has 
the capacity and tendency or effect of 
misleading or deceiving the purchasing 
or consuming public in any other mate¬ 
rial respect. I Rule 11 

8 23.2 Misuse of the icord "diamond /* 

(a) In the sale, offering for sale, or dis¬ 
tribution of industry products. It is nn 
unfair trade practice for any Industry 
member to use the unqualified word 
“diamond" as descriptive of. or as an 
identification for. any object or product 
not meeting the requirements specified 
in the definition of diamond hereinabove 
set forth, or which, though meeting such 
requirements, has not been symmetri¬ 
cally fashioned with at least seventeen 
(17) polished facets. 

(b) The provisions of paragraph (a) 
of this section have application to the 
unqualified use of the word "diamond/* 
They are not to be construed as in¬ 
hibiting: 

(1) The use of the words “rough dia¬ 
mond** as descriptive of, or as a desig¬ 
nation for, uncut or unfaceted objects 
or products meeting the requirements 
specified in the mentioned definition of 
diamond: or 

(2) The use of the word "diamond" as 
d^'seriptive of. or as a designation for, 
objects or products meeting the require¬ 
ments of said definition of diamond but 
which have not been symmetrically fash¬ 
ioned with at least seventeen (17) pol¬ 
ished facets when. In immediate con¬ 
junction with the word "diamond." there 
Is either a disclosure of the number of 
facets and shape of the diamond or the 
name of a type of diamond which denotes 
shape and which usually has less than 
seventeen (17> facets te. g., "rose dia¬ 
mond") ; or 

<3) The use of the words ' imitation 
diamond** as descriptive of, or as desig¬ 
nation for. objects or products which do 
not meet the requirements of said defini¬ 
tion of diamond but have an appearance 
Mmilar to that of a cut and polished 
diamond. 

No. 28—-2 


(c) When the word "diamond'* is so 
used the qualifying word or words shall 
be of at least equal conspicuousness as 
the word "diamond." 

None: Additional requirements relating to 
Imitation and synthetic diamond representa¬ 
tion* ore tel forth In ! 23 3. 

I Rule 21 

8 23.3 Misuse of words "reproduce 
tion /* "replica" "diamond-like" “spn» 
thetic" etc. (a) It is an unfair trade 
practice to use the word "reproduction/* 
’'replica.'* "diamond-like," or similar 
terms, as descriptive of imitation dia¬ 
monds. 

(b) It is an unfair trade practice for 
any member of the industry to use the 
term "synthetic diamond" as descriptive 
of any object or product unless such ob¬ 
ject or product has In fact been artifici¬ 
ally created and Is of similar appearance 
and of essentially the same optical and 
physical properties and chemical struc¬ 
ture as a diamond. It is likewise an un¬ 
fair trade practice for any member of 
the industry to apply the term "dia¬ 
mond" to any such man-made object or 
product unless It is immediately preceded 
in each instance with equal conspicuity 
by the word "synthetic.** I Rule 31 

8 23.4 Misuse of word "perfect” etc. 
(a) It Is an unfair trade practice to use 
the word "perfect,** or any other word, 
expression, or representation of similar 
import, as descriptive of any diamond 
which discloses flaws, cracks, carbon 
spots, clouds, or other blemishes or im¬ 
perfections of any sort when examined 
In normal daylight, or its equivalent, by 
a trained eye under a ten-power, cor¬ 
rected diamond eye loupe or other equal 
magnifier. 

Not*: The use. with respect to a stone 
which Is not perfect, or any phrase (such os 
"commercially perfect") containing the word 
"perfect" or "perfectly" Is regarded as mis¬ 
leading and In violation of this section. 

Paragraph (a) of this section shall not be 
construed os approving of the use of the word 
"perfect," or any word or representation of 
llko Import, as descriptive of any diamond 
that is of Inferior color or make. 

Nothing In this section Is to be construed 
as Inhibiting the use of the word "flawless" 
as descriptive of a diamond which meets the 
requirements for "perfect" set forth In para¬ 
graph (a) of this section. 

(b) It is an unfair trade practice, in 
connection with the offering of any ring 
or rings or other articles of Jewelry hav¬ 
ing a perfect center stone or atones, and 
side or supplementary stones which are 
not of such quality, to use the word "per¬ 
fect** without clearly disclosing that such 
description applies only to the center 
stone or center stones. I Rule 4] 

8 23.5 Deception as to color; misuse 
of term "blue white." etc . (a) It Is an 
unfair trade practice to use the term 
"blue white," or any other term, expres¬ 
sion, or representation of similar import, 
as descriptive of any diamond which un¬ 
der normal, north daylight or its equiva¬ 
lent, shows any color or any trace of any 
color, other than blue or bluish. 

<b) It is an unfair trade practice to 
advertise, offer for sale, or sell any dia¬ 
mond which has been artificially colored 
or tinted by coating, irradiating, or heat¬ 


ing, or by use of nuclear bombardment, 
or by any other means, without disclosure 
of such fact to purchasers or prospective 
purchasers, or without disclosure that 
such artificial coloring or tinting is not 
permanent if such is the fact. [ Rule 51 

8 23.6 Misuse of the term "properly 
cut" etc. It is an unfair trade practice 
to use the terms "properly cut," "proper 
cut/* "modem cut/* "well made." or ex¬ 
pressions of similar Import, to describe 
any diamond that is lopsided, or so thick 
or so thin in depth as materially to 
detract from the brilliance of the stone. 

Nora: Thl* section prohibits the commonly 
called "fUheye” or "old mine" stone from 
being offered as "properly cut," ‘modern cut," 
etc. 

(Rule 61 

8 23.7 Misuse of the words "brilliant” 
and “full cut." It is an unfair trade 
practice to use the unqualified expres¬ 
sions "brilliant/* "brilliant cut," or "full 
cut" to describe, identify, or refer to any 
diamond except a round diamond which 
has at least thirty-two facets plus the 
table above the girdle and at least 
twenty-four facets below. 

Notv: Such term* should not be applied 
to single or rose-cut diamonds, either with or 
without qualification. They may be applied 
to emerald-1 rectangular) cut and marquise- 
(pointed oval) cut diamonds meeting the 
above-slated facet requirements when, in 
immediate conjunction with the term used, 
disclosure is mode of the fact that the dia¬ 
mond Is of emerald or marquise form. 

(Rule 71 

8 23.8 Misuse of term "clean." etc. 
It is an unfair trade practice to use the 
terms "clean." "eye clean/* "commer¬ 
cially clean/* "commercially white/* or 
any other terms, expressions, or repre¬ 
sentations of similar Import, in adver¬ 
tising, labeling, representing, or describ¬ 
ing any diamond when such terms are 
used for the purpose, or with the capacity 
and tendency or effect, of misleading or 
deceiving purchasers, prospective pur¬ 
chasers. or the consuming public. 
(Rule 81 

8 23 9 Misrepresentation of weight . 
"total weight" (a) It Is an unfair 
trade practice to misrepresent the 
weight of any diamond or to deceive pur¬ 
chasers or prospective purchasers as to 
the weight of any diamond. 

Non: The standard unit for designation 
of the weight of a diamond la the carat, 
which !■ equivalent to two hundred milli¬ 
gram* (gram). While advertisement* may 
Mate the approximate weight or range of 
weight* of a group of products, all weight 
representation* regarding Individual prod¬ 
uct* ahall state the exact weight of the stone 
or stone* and be accurate to within 1/200th 
of a carat (one-half “point"). 

(b) It is an unfair trade practice to 
state or otherwise represent the weight 
of all diamonds contained in a ring or 
other article of Jewelry unless such 
weight figure is accompanied with equal 
conspicuity by the words "total weight,** 
or words of similar import, so as to indi¬ 
cate clearly that the weight shown is 
that of all stones in the article and not 
that of the center or largest stone. 
(Rule 91 
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5 23.10 Misuse of the word "gem* It 
Is an unfair trade practice to use the 
word "gem" to describe, identify, or re¬ 
fer to any diamond which does not 
possess the requisite beauty, brilliance, 
value, and other qualities necessary for 
classification as a gem. 

Not*: Not all diamond* arc gems. Fbr 
example: Small pieces of diamond rough or 
melee weighing only one or two points arc 
not to be described as “gems/* Neither 
should stones which are grossly Imperfect or 
of decidedly poor color be so class tiled unless 
they are of such a sire as to be rare and 
desirable and valuable for that reason. 

No Imitation diamond can be described os 
a gem under any circumstance, 

l Rule 101 

123.11 Misleading illustrations, (a) 
It is an \infair trade practice, in con¬ 
nection with the offering for sale, sale, 
or distribution of diamonds or articles 
set with diamonds, to use as part of any 
advertisement, label, packaging mate¬ 
rial, or other sales promotion literature, 
any illustration, picture, diagram, or 
other depiction which either alone or in 
conjunction with accompanying words 
or phrases has the capacity and tend¬ 
ency or effect of misleading or deceiving 
purchasers or prospective purchasers 
concerning the type, kind, grade, color, 
cut, quality, size, wxight, or character 
of any diamond, or which has the ca¬ 
pacity and tendency or effect of mis¬ 
leading the purchasing or consuming 
public in any other material respect. 

(b) It is an unfair trade practice to 
use. as part of any advertisement, label, 
packaging material, or other sales pro¬ 
motion literature, any illustration which 
exaggerates the size of a diamond inset 
or enlarges it out of proper proportion 
to the mounting, without clearly and 
conspicuously stating either the amount 
that the diamond has been enlarged in 
the illustration, or that the diamond in 
the illustration has been "enlarged to 
show detail." I Rule 111 

§ 23.12 Misrepresentation as to char - 
defer of business. It is an unfair trade 
practice for any member of the industry 
to represent, directly or indirectly, 
through the use of any statement or rep¬ 
resentation in his advertising, or 
through the use of any word or term in 
his corporate or trade name, or other¬ 
wise. that he is a producer, cutter, or 
importer of diamonds, or that he owns 
or controls a cutting plant, or has con¬ 
nections abroad through which Importa¬ 
tions of rough or cut stones arc secured, 
or maintains offices abroad, when such 
is not the lacfc, or in any other manner 
to misrepresent the character, extent, 
volume, or type of his business. I Rule 
12) 

S 23.13 Fictitious prices . price lists . 
cte. (a) It is an unfair trade practice 
for any member of the industry to pub¬ 
lish or circulate fnlsc or misleading 
price quotations, price lists, terms or 
conditions of sale, or reports as to pro¬ 
duction or sales, which have the capacity 
and tendency or effect of misleading 
purchasers, prospective purchasers, or 
the consuming public, or to advertise, 
sell, or offer to sell diamonds or articles 
set with diamonds at prices purporting 


to be reduced from what are. in fact, 
fictitious prices, or at purported, reduc¬ 
tions in prices when such purported re¬ 
ductions are, in fact, fictitious, or are 
otherwise misleading or deceptive. 

tb) It is an unfair trade practice, in 
connection with the sale, offering for 
sale, or distribution of diamonds or ar¬ 
ticles set with diamonds at prices that 
are in any manner represented as re¬ 
duced from or lower than current, 
former, or regular prices, to use. or to 
furnish or supply for such use. price 
tags, labels, or advertising materials that 
set forth a false, fictitious, or exag¬ 
gerated manufacturer's or distributor's 
suggested retail selling price, or that con¬ 
tain what purport to be bona fide price 
quotations which are in fact higher than 
the prices at which such products are 
regularly and customarily sold in bona 
fide retail transactions. It is likewise an 
unfair trade practice to distribute, sell, or 
offer for sale to the consuming public In 
such manner diamonds or articles set 
with diamonds bearing such false, ficti¬ 
tious, or exaggerated price tag or labels. 
[Rule 131 

4 23.14 Misuse of terms "close-outs " 
"discontinued lines" "special bargains /• 
etc. It is an unfair trade practice to 
offer for sale, sell, advertise, describe, or 
otherwise represent diamonds or dia¬ 
mond-set merchandise as "close-outs." 
"discontinued lines," or "special bar¬ 
gains," by use of such terms or by words 
or representations of similar Import, 
when such Is not true in fact; or to so 
offer for sale, sell, advertise, describe, or 
otherwise represent such articles where 
the capacity and tendency or effect 
thereof is to lead the purchasing or 
consuming public to believe the same are 
being offered for sale or sold at greatly 
reduced prices, or at so-called "bargain" 
prices, when such is not the fact. I Rule 
141 

4 23.15 *' Bait" advertising . (a) It is 

an unfair trade practice for any industry 
member to advertise a particular style 
or type of product for sale when pur¬ 
chasers or prospective purchasers re¬ 
sponding to such advertisement cannot 
readily purchase the advertised style or 
type of product from the industry mem¬ 
ber and the purpose of the advertisement 
is to obtain prospects for the sale of a 
different style or type of product than 
that advertised. 

<b) Under this section no sales prac¬ 
tices or methods shall be used— 

(1) To deprive prospective customers 
of a fair opportunity to purchase any 
advertised style or type of product; or 

(2) To falsely disparage any adver¬ 
tised style or type of product or, without 
the knowledge of the customer, to sub¬ 
stitute other styles or types of products 
which the advertiser Intends to sell in¬ 
stead of the advertised style or type of 
product. 

(c) It is also an unfair trade practice 
for any industry member to advertise 
or offer for sale a grossly inadequate 
supply of products at reduced or bargain 
prices without disclosure of the inade¬ 
quacy of the supply available at such 
prices when such advertisement or offer 
has the capacity and tendency or effect 


of misleading or deceiving purchasers or 
prospective purchasers. [Rule 15] 

I 23.16 Misuse of term "certified ” etc . 
It is an unfair trade practice to describe, 
identify, or refer to a diamond as "cer¬ 
tified." or to use respecting it any other 
word or words of similar meaning or 
import, unless: 

(a) The identity of the certifier and 
the specific matters or qualities certified 
are clearly disclosed in conjunction 
therewith; and 

(b) The certifier has examined such 
diamond, has made such certification, 
and is qualified to certify as to such mat¬ 
ters and qualities; and 

(c) There is furnished the purchaser 
a certificate setting forth clearly and 
nondcceptively the name of the certifier 
and the matters and qualities certified. 
I Rule 161 

5 23.17 Aiding or abetting use of un¬ 
fair trade practices. It is an unfair 
trade practice for any person, firm, or 
corporation to aid. abet, coerce, or induce 
another, directly or indirectly, to use or 
promote the use of any unfair trade prac¬ 
tice specified In the rules in this part. 
I Rule 171 

Issued: February 7.1956. 

Promulgated by the Federal Trade 
Commission, February 10. 1956. 

I seal! Robert m. Pa* nisi?. 

Secretary . 

[P. It. Doc. 66-1053; Ftkd, Feb, 9, 19S6; 

8:40 a.m.) 


TITLE 18—CONSERVATION 
OF POWER 

Chapter I—Federal Power 
Commission 

(Docket NO.R-147J 

Part 141— Statements and Exports 
< Schedules) 

FORM OF INITIAL COST STATEMENT FOR 
LICENSED PROJECTS 

In the matter of amendment of rules 
prescribing Form No. 6. Initial Cost 
Statement for Licensed Projects; Docket 
No. R-147. 

The Commission's Order No. 162. 
adopted January 18, 1956. amended 
5 141.11 of the Commission's rules to 
prescribe a revised FPC Form No. 6. 
Initial Statement of Licensee Showing 
Actual Legitimate Original Cost. Para¬ 
graph (c) of 9141.11 is therefore amend¬ 
ed. effective January 31,1956. to set forth 
the titles of the revised schedules con¬ 
tained in Form No. 6, as amended by said 
order: 

<c) This form contains the following 
list of schedules: 

Section I—Qenoal Data 

Schedule: 

1. Corporate data. 

2. Description of project. 

8. Manner and method of financing 

the project. 

4. Chronology of progress of oon- 

«true t Ion. 

6. Comparison of actual cost with 

estimate. 
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Section II— Project Co«t by Accounts and 
Cost Components 

Schedule? 

6. Project cost—account totals. 

6-A. Intangible plant—direct coats. 

6-B. Production plant—direct costs. 

0-C. Transmission plant—direct coats. 

0~D. General plant—direct costs. 

C-E. Indirect construction costa. 

6-P. Overhead construction coaU. 

€r*G. Earnings and expenses during 

construction. 

6-H. Project additions and retirements 

to effective date ol this state¬ 
ment. 

7. Accrued depreciation of project 

property. 

Section ITI—Supporting Data 

8. Reconciliation of coat of project 

aa reported herein to recorded 
cost of project as of same date. 

9 A Account 320. Land and Laud 

Rights < Production >. 

SB. Account 340. Land and Land 
Rights (Transmission). 

1>-C. Account 370. Land and Land 
Rights (General). 

10 Engineering and construction fees 

and expenses. 

11. Legal fees and expenses. 

12 Other fees and expenses. 

13. Taxes during construction. 

14. Interest during construction. 

14-A. Interest, discount, and expense on 

bonds, debentures, etc. 

14-A-l. Discount (or premium) and ex¬ 
pense on long-term debt. 

14-B. Interest paid on loans from 
affiliates. 

14 C. Interest paid on loans from non- 
affiliates. 

14-D. Interest paid on capital stock 
installment subscriptions. 

14 E. Interest credited to project during 

construction. 

14- F, Interest on licensee's own funds 

during construction. 

15. Power used In old of construction. 

15- A. Coat of system power used In Aid 

of construction. 

18. Power production and outages 

during construction. 

17. Credit for power produced during 

construction. 

18. Monthly construction expendi¬ 

tures. 

18. Contract payments. 

20. Statement of bids received. 

Affidavit. 

(Sec. 300. 40 8tat. 656; 16 U. 8. C 625h) 

[seal] Leon M. Fuquay, 

Secretary. 

|P. R. Doc. 56-696: Filed. Feb. 9. 1956; 
6:45 a.m.) 


TITLE 19—CUSTOMS DUTIES 

Chapter I—Bureau of Customs, 
Department of the Treasury 

|T. D. 540201 

Pakt 10— Articles Conditionally Free, 
Subject to a Reduced Rate, Etc. 

UMPORARY IMPORTATIONS UNDER BOND OF 
COMMERCIAL TRAVELERS' SAMPLES AND 
PROFESSIONAL EQUIPMENT AND TOOLS Of 

trade 

It has been determined that the 
Privilege of making side trips to con¬ 
tiguous countries now extended to com¬ 
mercial travelers who have entered their 
samples under temporary bond under 
Action 308 <3i of the Tariff Act of 1930, 
6 a amended, with cancelation of the bond 


hied when the samples are finally taken 
out of the United States, may be ex¬ 
tended by collectors of customs to pro¬ 
prietors or managers of theatrical ex¬ 
hibitions arriving from abroad who enter 
their scenery, properties, and apparel un¬ 
der temporary bond under section 308 
(11) of the tariff act. as amended. It is 
believed the extension of the privilege 
may be granted without danger to the 
revenue and will greatly facilitate the 
customs clearance of such theatrical 
scenery, properties, and apparel when 
the exhibition crosses and recrosses the 
border on tour. It Is also believed that 
similar treatment may be accorded ar¬ 
ticles entered under other subdivisions of 
section 308, as amended, upon Bureau 
approval. 

Accordingly, 5 10.36 of the Customs 
Regulations is amended by changing the 
period at the end of the headnote thereof 
to a semicolon and adding thereto 
"theatrical effects and other articles'*, by 
redesignating paragraphs <b> and <c) as 
<c> and <d), respectively, and by Insert¬ 
ing a new paragraph (b> to read as 
follows: 

(b) When the proprietor or manager 
of a theatrical exhibition arriving from 
abroad who has entered his scenery, 
properties, and apparel under section 308 
(11) of the Tariff Act of 1930, as amend¬ 
ed, contemplates side trips to a contigu¬ 
ous country with the exhibition within 
the period of the bond, including any 
lawful extension, a copy of the entry 
covering the effects and a copy of a de¬ 
scriptive list of such effects or invoice 
furnished by him may be certified by the 
examining officer and returned to the 
proprietor or manager for use in regis¬ 
tering the effects with the customs offi¬ 
cers at the port of exit, and in clearing 
them through customs on his return. 
Cancelation of the bond shall be effected 
by exportation in accordance with the 
provisions of I 10 38 at the time the 
theatrical effects are finally taken out 
of the United States before the ex¬ 
piration of the bond period, including 
any lawful extension. Similar treatment 
may be accorded articles entered under 
other subdivisions of section 308 of the 
tariff act. as amended, upon approval by 
the Bureau. 

(Sec. 624, 46 8tat. 759; 19 U. 8. C. 1624. 
Interprets or applies sec. 306. 46 Stat. 690, 
at amended; 19 U. 8. C. 1308) 

If the entry for the theatrical exhibi¬ 
tion is supported by a single entry bond 
on customs Form 7563, instead of being 
charged against a term bond on customs 
Form 7563-A, such bond shall be modi¬ 
fied until a reprint is available, by insert¬ 
ing after “such period" in the second 
condition "Irrespective of any interven¬ 
ing side-trip to a contiguous country and 
return of any such articles in compli¬ 
ance with the procedure provided for by 
regulation in such cases" and after “rc- 
landed" insert "thereafter". 

[seal] Ralph Kelly, 

Commissioner of Customs. 

Approved: January 31, 1956. 

David W. Kendall, 

Acting Secretary of the Treasury . 

(P. R. Doc. 56-1066; Piled. Feb. 9. 1956; \T. 

8:49 a. m.J 


|T. D. 54021) 

Part 10—Articles Conditionally Free, 
Subject to a Reduced Rate, Etc. 

Part 24— Customs Financial and Ac¬ 
counting Procedure 

Part 25—Customs Bonds 

MISCELLANEOUS AMENDMENTS 

To provide for the use of a temporary 
importation term bond, customs Form 
7563-A. and to provide a formula for fix¬ 
ing the amount of the bond for condi - 
tionally-free withdrawal of distilled 
spirits (including alcohol), wines, or beer 
for supplies of fishing vessels, customs 
Form 7603, the following amendments 
are made to the Customs Regulations: 

1. Section 10.31 (f) Is amended by 
adding the following new sentence after 
the first sentence: "A term bond or cus¬ 
toms Form 7563-A. may also be given." 
(Sec. 624. 46 Stat. 759; 19 U. 8. C. 1624. In¬ 
terpret* or applies sec. 308. 46 Stat. 690. a* 
amended; 19 U. 8. C. 1308) 

2. To correct a cross reference, S 24.11 
(a) (2) is amended by substituting "25 4 
(a) (32)" for "25.4 <30) M . 

(Sec. 624. 46 Stat. 759; 19 U. 8. C. 1624 ) 

3. Section 25.4 <a> is amended by re¬ 
numbering subparagraphs (16) through 
(25) as (17) through (26), respectively: 
by renumbering <26) through (30) as 
(28) through <32), respectively, and by 
adding the following new subpara¬ 
graphs: 

(16) Term bond for temporary Impor¬ 
tations, customs Form 7563-A, in the 
amount of 810,000. or such larger amount 
as the collector may deem necessary. 

• • • • • 

(27) Bond for condi tionally-free with¬ 
drawal of distilled spin us (including al¬ 
cohol), wines, or beer for supplies of 
fishing vessels, customs Form 7603. in an 
amount equal to the duties and taxes 
that would have been assessed had the 
supplies been regularly entered, or with¬ 
drawal. for consumption. When the 
form is used as a term bond the bond 
shall be fixed In such larger amount as 
the collector may deem necessary. 

(R. 8. 161. 251. sec*. 623. 624. 46 8tat. 759. 
** amended; 5 U. 8. C. 22 19 U. S. C. 66. 

1623. 1624) 

It is expected that new customs Form 
7563-A. will be printed and available for 
use within 90 days. Pending the print¬ 
ing thereof collectors of customs are 
authorized to reproduce the form or a 
specimen copy may be obtained from 
collectors and reproduced by interested 
parties. 

[seal! Ralph Kelly, 

Commissioner of Customs. 

Approved: February 6,1956. 

David W. Kendall, 

Acting Secretary of the Treasury. 

R. Doc. 56-1067; Plied, Peb. 9. 1950; 
8:49 a. m.J 
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RULES AND REGULATIONS 


TITLE 21—FOOD AND DRUGS 

Chapter I—Food and Drug Admin¬ 
istration, Department of Health, 
Education, and Welfare 

Subchapter B—Food and Food Product* 

(Doc ket No. FDC-561 

Part 27— Canned Fruits and Canned 
Fruit Juices; Definitions and Stand¬ 
ards of Identity; Quality; and Fill 
or Container 

CANNED PINEAPPLE AND CANNED PINEAPPLE 

juice; definitions and standards of 
identity; standards of quality; and 
standards of fill of container 

In the matter of fixing and establish¬ 
ing definitions and standards of Identity, 
standards of quality, and standards of 
fill of container for canned pineapple and 
canned pineapple juice: 

By virtue of the authority vested In 
the Secretary of Health. Education, and 
Welfare by the provisions of the Federal 
Food. Drug, and Cosmetic Act (secs. 401. 
701. 52 Stat. 1046. 1055; 21 U. S. C. 341. 
371; 67 Stat. 18) and upon the basis of 
the whole record and the reliable, pro¬ 
bative. and substantial evidence received 
at the hearings held pursuant to the 
notice published in the Federal Register 
of August 29, 1951 (16 F. R. 8743), and 
upon consideration of the exceptions to 
the proposed order issued by the Com¬ 
missioner of Food and Drugs September 
17.1955 (20 F. R. 7008), which exceptions 
are allowed as is apparent from the de¬ 
tailed findings of fact and order set out 
herein and from notations on the excep¬ 
tions on file with the Hearing Clerk 
Department of Health, Education, and 
Welfare. Room 5440. Health, Education, 
and Welfare Building, Fourth Street and 
Independence Avenue SW.. Washington. 
D. C., the following order is promulgated:* 

Findings of Fact * 

CANNED PINEAPPLE; IDENTITY 

1. The foods canned pineapple and 

canned pineapple juice are prepared 
from mature fruits of the pineapple 
plant. Each pineapple fruit has a thick, 
tough outer layer called the shell cov¬ 
ering a fleshy body in which there Is a 
fibrous, highly vascular central axis 
called the core. In preparing the fruits 
for canning, the shells are removed; the 
tops and bottoms are sliced off: and the 
fruits are cored. Pineapple fruits so 
prepared are called peeled, cored fruit 
cylinders. (R. 41, 70. 72-74. 297, 398, 
400; Ex. 10. 11. 14) ' 

2. Peeled, cored pineapple fruits are 
cut into various forms of units for can¬ 
ning. These forms of units are slices, 
half slices, broken slices, tidbits, chunks, 
cubes, spears, and shredded or finely cut 
pieces. Each form of unit is packed in 
containers with a liquid packing medium. 
In preparing the form of unit that is 
shredded or finely cut and which when 
canned is called crushed pineapple, a 
considerable amount of pineapple juice is 
produced al ong with the small pieces of 

‘The elutions following each finding of 
fact refer to the pages of the transcript of 
tne testimony and the exhibits received in 
evidence at the hearing. 


pineapple flesh, and by exercising control 
to drain away only the proper amount of 
the liberated juice this form of unit is 
sometimes packed in containers without 
using any added liquid packing medium. 
The food is sealed in containers and so 
processed by heat, cither before or after 
sealing, as to prevent spoilage. (R. 22- 
25. 70. 75. 79-81. 93. 120-121. 133, 141- 
143, 167. 175-176. 192. 349. 401; Ex. 3-5. 
9, 14) 

3. Pineapple slices arc prepared from 
peeled, cored fruit cylinders by cutting 
circular slices across the core axis of 
each cylinder. Half slices are prepared 
from slices by cutthig the slices into 
semi-circular halves. These units gen¬ 
erally vnry somewhat from precise 
halves of the slices from which they are 
cut, and it is reasonable to regard units 
that are approximately halves as half 
slices. It Is the general practice in the 
pineapple canning industry to pack 
slices and half slices in a regular 
arrangement in containers. In the im¬ 
probable event that some packers should 
resort to jumble packing of slices or half 
slices the random arrangement of the 
units would inefficiently utilize the space 
In the containers and would increase the 
chances that units would be broken or 
mashed. The detrimental effects of 
jumble packing of slices or half slices 
probably would be sufficient to require 
substandard labeling under the stand¬ 
ards of fill of container and quality, and 
thus consumers would be protected 
against the abuses of jumble packing of 
slices and half slices. Canned pineapple, 
if prepared from slices. Is named on the 
label by the word “pineapple" preceded 
or followed by the word '‘sliced 0 or 
“slices" and, if prepared from half 
slices, is named on the label by the word 
“pineapple" preceded or followed by the 
words “half sliced" or “half slices." cR. 
22. 70-71, 75-76, 82-03. 99-101, 110-111, 
116-119. 272) 

4. In the preparation and handling of 
sliced pineapple, some slices are broken 
into arc-shaped units which are not uni¬ 
form in size and shape. Such broken 
units may bo used in preparing crushed 
pineapple and pineapple juice. How¬ 
ever. broken slices which range in size 
from one-quarter to three-quarters of 
whole slices are also packed in contain¬ 
ers, usually No. 10 cans, and named on 
the label by the word "pineapple" pre¬ 
ceded or followed by the words “broken 
sliced" or “broken slices." Because of 
the irregular shape of the units, it is the 
general practice to pack broken slices 
random fashion in containers. (R. 22, 
71. 76-77. 79, 83-84, 100-102, 313; Ex. 14, 
40,41) 

5- Pineapple tidbits are small sectors 
cut from slices that are predominantly 
to Ms-inch thick. It is the practice 
to set the knives so that six or more sec¬ 
tors are cut from each whole slice, and 
to so cut the slices that for any given 
pack the sectors are reasonably uniform 
in size and shape. Canned pineapple 
prepared from this form of unit is named 
on the label by the word "pineapple" 
preceded or followed by the word 
"tidbits." iR. 22-23, 71, 77, 8*-88. 102. 
106: Ex. 15) 

6. Pineapple chunks are thick, short 
pieces generally larger than tidbits. 


Chunks are cut either from thick slices 
or directly from peeled, cored fruit with¬ 
out first slicing the fruit. When chunks 
are prepared from slices it is the practice 
to cut the fruit cylinders into slices that 
are predominantly more than Vi-inch 
thick, and these thick slices are further 
cut into units that may or may not be 
symmetrical or uniform in shape and 
size but which are predominantly wider 
than **io-inch and not longer than lVi 
Inches along any edge. These limits as 
to shape and size are followed when 
chunks are cut directly, without first 
slicing the fruit. Canned pineapple pre¬ 
pared from this form of unit is named 
on the label by the word “pineapple" pre¬ 
ceded or followed by the word "chunks." 
<R. 23-24. 71. 77-78, 88-90. 102-104; Ex. 
16. 17) 

7. Pineapple cubes are small, cube¬ 
shaped units cut from slices or directly 
from peeled, cored fruit. The knives for 
cutting cubes are set to cut the units to 
not more than ftfj-inch in any dimension, 
but an occasional unit with the longest 
dimension In excess of ?io-inch is pro¬ 
duced. Canned pineapple prepared 
from this form of unit is named on the 
label by the word “pineapple" preceded 
or followed by the word "cubes" or 
“diced." <R. 23, 71. 77-78, 90-91, 104- 
107, 112; Ex. 18) 

8. Long, slender pieces of pineapple 
cut from peeled, cored fruit cylinders 
have been called “spears" In Hawaii and 
"fingers" in Puerto Rico. Such units are 
cut to be not less than 2Vk inches long. 
The cutting is so performed that the long 
axis of each spear parallels the core axis 
of the fruit cylinder and each spear is cut 
to be not larger than one-sixth of the 
cylinder. Canned pineapple prepared 
from this form of unit is named on the 
label by the word “pineapple" preceded 
or followed by the word “spears" or 
“fingers." <R. 24. 71. 78, 91-92, 105, 112, 
251, 397-398; Ex. 19) 

9. Crushed pineapple Is prepared by 
shredding or cutting the flesh of the 
pineapple fruit into very small pieces. 
Some crushed pineapple is made from 
whole, peeled cored pineapples; some is 
made from units sorted out in packing 
slices and other forms of units; and some 
is made from the pineapple flesh which 
adheres inside the shells peeled from the 
pineapple. Canned pineapple prepared 
from this form of unit is named on the 
label as “crushed pineapple" or as “pine¬ 
apple crushed." (R. 23, 71, 74, 77, 79. 93- 
96. 105-106. 127, 140, 192, 313, 399; Ex. 
14) 

10. In preparing crushed pineapple a 
substantial quantity of pineapple juice, 
the amount varying somewhat with the 
condition of the fruit, is liberated and 
accumulates with the small pieces of 
pineapple flesh. It is the practice to 
draw off part of this Juice so that the 
percentage of materia] obtainable by 
draining (see finding 17) Is increased, 
generally to not less than 63 percent of 
the finished product. Some packers 
closely control the drainage and stop 
drawing off juice at the point that will 
produce a finished product coming 
within the desired range of drained ma¬ 
terial. Other packers draw off an ex¬ 
cess of juice and then add back juice to 
the point that will produce the desired 
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range of drained material. In ease the 
crushed pineapple Is to be sweetened, a 
dry sweetening ingredient or a sirup is 
added. The evidence fails to show that 
it would be in the interest of consumers 
for packers to add back water. <R. 74, 

79. 93, 95. 113,120-121. 141-143, 167-168, 
175-176, 189, 256, 317, 400-401, 403; Ex. 
14> 

11. The liquid packing media referred 
to in finding 2 are water, pineapple juice, 
clarified juice, light sirup, heavy sirup, 
and extra-heavy sirup. The packing 
medium used in canned pineapple is a 
matter of significance to consumers, and 
it is in their Interest to provide that the 
labels of canned pineapple shall bear 
the name of the optional packing 
medium used, preceded or followed by 
the word “in’* or the words -packed in.” 
<R. 125-127. 135, 142-145, 147-148. 235; 
Ex. 5) 

12. Pineapple Juice used as a packing 
medium is the same as that which, when 
separately sealed in containers and 
heat-processed to prevent spoilage, is 
canned unsweetened pineapple Juice 
(see finding 70). In the case of crushed 
pineapple It is reasonable to consider the 
Juice liberated in shredding and cutting 
the fruit to be pineapple juice, without 
regard to whether it is or is not drained 
from the crushed pineapple. (R. 74-75, 

80. 126, 128. 132, 141-142. 398; Ex. 14. 22) 

13. Pineapple juice is not a clear liq¬ 
uid; it contains finely divided insoluble 
solids (see finding 71). A modified form 
of Juice used as a packing medium in 
canned pineapple is prepared by clari¬ 
fying the free-flowing liquid that is re¬ 
covered from cutting the various forms 
of units or that is extracted from pine¬ 
apple shells or from pineapple flesh or 
cores. Before being used as a packing 
medium, this liquid is clarified. It is 
also sometimes further refined by pass¬ 
ing it over ion-exchange resins or by 
neutralizing part of the acid with lime 
and filtering out the precipitate, and it 
is sometimes concentrated by evapora¬ 
tion. Besides differing from pineapple 
juice In appearance, such clarified liquid 
differs in taste. Pineapple Juice has a 
more pronounced flavor, contributed to 
it by the insoluble solids present. For the 
purpose of label declaration of the op¬ 
tional packing medium used in canned 
pineapple, It is in the consumers’ interest 
for labels unambiguously to differentiate 
between the use of pineapple Juice as a 
packing medium and the use of clarified 
juice from canning pineapple as a pack¬ 
ing medium. It was suggested in the 
record that these two packing media be 
differentiated by using for the packs 
with pineapple juice the label declara¬ 
tion “packed in pineapple Juice” and by 
using for the packs with clarified juice 
the label declaration “packed in juice.” 
However, it has been customary to label 
products packed either in pineapple juice 
or in clarified Juice as “packed in Juice.” 
and it is not evident that consumers will 
construe the declaration “packed In 
juice” to mean something different from 
“packed in pineapple Juice.” It Is rea¬ 
sonable to provide that the use of clari¬ 
fied juice as a packing medium be de¬ 
clared on the label by the statement 
' packed in clarified Juice.” (R. 21, 74, 


80-81, 124. 126-128, 130-134. 145, 147, 
170-172, 181, 185-193, 400. 404. 409-410; 
Ex. 3. 5. 14. 22. 235. 236. 251, 252) 

14. The packing media most used in 
canning pineapple are the sirups classi¬ 
fied by density as light sirup, heavy sirup, 
or extra-heavy sirup. Sirups are made 
from a liquid ingredient and a sweeten¬ 
ing ingredient. The liquid ingredients 
are water, pineapple Juice, and clarified 
Juice from canning pineapple. The 
differentiation of light sirup, heavy sirup, 
and extra-heavy sirup is based on the 
density of the cut-out sirup 15 days or 
longer after canning and is measured 
with Brix hydrometer by the method 
specified in ‘Official Methods of Analysis 
of the Association of Official Agricultural 
Chemists.” under the heading “Solids— 
By Means of Spindle—Official” (Eighth 
Edition, page 533). When the Brix 
measurement, so determined, is 14* or 
more but less than 18\ the sirup is con¬ 
sidered to be light; when it is 18* or more 
but less than 22*. the sirup is considered 
to be heavy; and when it is 22* or more 
but not more than 35*. the sirup is con¬ 
sidered to be extra heavy. <R. 114-115, 
134-135. 169, 174, 247,406;Ex. 23, 25-34) 

15. One of the purposes for collecting, 
refining, and concentrating clarified 
Juice is to "recover the reducing sugars 
and sucrose which it contains. Gener¬ 
ally, additional sugar is added to the 
concentrated, clarified Juice to prepare 
one or another of the packing media that 
meet the Brix measurement ranges set 
out in finding 14 for light, heavy, or 
extra-heavy sirup. However, the clari¬ 
fied Juice can be sufficiently concentrated, 
w ithout adding sugar, so that its density 
is Increased to such a degree that when 
used as a packing medium the Brix 
measurement of the cut-out liquid 
drained from the product 15 days or 
more after canning will correspond to 
one of the sirups; and in this case, for 
the purposes of label declaration of the 
packing medium, such concentrated, 
clarified Juice U considered to be light 
sirup, heavy sirup, or extra-heavy sirup, 
depending on the density of the cut-out 
liquid. (R. 132, 134-135. 189) 

16. The sweetening ingredients that 
have been generally used in canned pine¬ 
apple are refined sugar (sucrose) and 
Invert sugar sirup. Other sweetening 
ingredients that have been tried experi¬ 
mentally and used to a limited extent 
commercially are dextrose, com sirup, 
and dried corn sirup. Glucose sirup dif¬ 
fers from corn sirup in the source of the 
edible starch from which It is made but 
it does not differ significantly from corn 
sirup in Us sweetening characteristics. 
Taste tests made on packs of canned 
pineapple in which dextrose, corn sirup, 
and dried corn sirup were used in pre¬ 
paring the sirup packing medium indi¬ 
cated that, when these sweetening in¬ 
gredients replaced somew'hat less than 
half the sugar on a solids basis, the 
canned pineapple w r as not distinguish¬ 
able in taste from control packs in which 
sugar was the only sw^eetening ingredi¬ 
ent used in the packing medium. One 
canner testified that for the past 4 years 
he has used one-fourth dextrose to 
three-fourths sugar in making sirups for 
his canned pineapple, and that recently 
he had also used one-third dextrose to 


two-thirds sugar and one-fourth com 
sirup to three-fourths sugar, all on a 
solids basis, in making up sirups for 
commercial packs of canned pineapple. 
He reported that a panel from the plant 
staff found these packs satisfactory and 
they were distributed in regular trade 
channels. 

Notice is taken that definitions and 
standards of identity for other canned 
fruits have recognized limited use of dex¬ 
trose, com sirup, and dried com sirup in 
combination with sugar (Including 
invert sugar sirup) as optional sweeten¬ 
ing Ingredients for packing media, and 
that definitions and standards of Identity 
for fruit butters. Jellies, and preserves 
have, In addition to the foregoing sweet¬ 
ening ingredients, recognized the use of 
glucose sirup on the same basis as com 
sirup. In the definitions and standards 
of identity for fruit butters. Jellies, and 
preserves, the meaning of each of the 
terms “invert sugar sirup.” “dextrose.” 
“corn sirup,” “dried com sirup.” and 
“glucose simp” is set out. (21 CFR 
H 27.1. 27.10, 27.20, 27.30. 27.40, 29.1, 
29.2, and 29.3). It is reasonable to pro¬ 
vide that the optional sweetening in¬ 
gredients for use In preparing sirups for 
packing media for canned pineapple or 
for adding directly to crushed pineapple 
shall be any one of the following: (1) 
Sugar; (2) invert sugar sirup; (3) any 
mixture of the sweetening Ingredients 
named in <1) and (2); (4) the sweeten¬ 
ing ingredients named in (1) or (2) or 
(3) with dextrose, provided that the 
weight of the solids of dextrose does not 
exceed one-third of the total weight of 
the solids of the combined sweetening 
ingredients: (5) the sweetening ingredi¬ 
ents named in <1> or (2> or (3) with com 
sirup or with dried corn sirup or with 
glucose sirup or with dried glucose sirup, 
or with any two or more of these, pro¬ 
vided that the weight of the solids of corn 
sirup, dried com sirup, glucose sirup, 
dried glucose sirup, or the sum of the 
weights of the solids of com sirup, dried 
com sirup, glucose sirup, and dried glu¬ 
cose sirup, in case two or more of these 
are used, does not exceed one-fourth of 
the total weight of the solids of the com¬ 
bined sweetening Ingredients; or <6) any 
mixture of (4) and (5). (R. 142, 146, 

151-160, 169, 196, 198-210, 217-223, 224, 
235-238, 247; Ex. 35. 35A) 

17. In the canning of crushed pine¬ 
apple. control is exercised over the ratio 
of the free-draining liquid to the pieces 
of pineapple flesh. Some packs are so 
prepared that when the finished product 
is drained by the method specified in 
finding 60. the drained material amounts 
to not less than 78 percent by weight. 
For such packs the name “crushed pine¬ 
apple” has often been supplemented by 
the designation “solid pack.” Other 
packs of crushed pineapple are so pre¬ 
pared that the drained material of the 
finished product fails within the range 
of not less than 73 percent but less than 
78 percent by weight. For such packs 
the name w crushed pineapple” has in 
some instances been supplemented by 
the designation “heavy pack.” 

Crushed pineapple canned with pine¬ 
apple Juice and without any sweetening 
ingredient is sometimes labeled “un¬ 
sweetened,” as an alternative to the 
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label statement "packed In pineapple 
juice." Similar alternative label state¬ 
ments to indicate the range of sweet¬ 
ness of crushed pineapple packed with 
sirup packing media made of sugar and 
pineapple juice are "lightly sweetened" 
(when the cut-out drained liquid meets 
the Brix measurement range for light 
sirup), "heavily sweetened" (when the 
cut-out drained liquid meets the Brix 
measurement range for heavy sirup), 
and *extra heavily sweetened" (when 
the cut-out drained liquid meets the 
Brix measurement range for extra- 
heavy sirup). (R. 21, 94-97. 105-106. 
120, 127, 141-142. 144-147, 241-243, 255; 
Ex 3. 20. 21. 33. 114. 114A, 114B) 

18. There w*as testimony proposing 
that the definitions and standards of 
identity should require that the Brix 
measurements on liquid drained from 
canned pineapple, 15 days or longer after 
packing, be averaged for enough cans 
to allow’ for all natural variations in the 
fruit but no practical basis was estab¬ 
lished for ascertaining how many cans 
this w’ould require. Other testimony 
proposed that the definitions and stand¬ 
ards of Identity should require that the 
drained weight of crushed pineapple In 
cans having drained weights of less than 
109 ounces should be averaged for enough 
cans to yield an aggregate drained 
weight of 100 ounces or more. The evi¬ 
dence does not establish that adding to 
the definitions and standards of Identity 
of canned pineapple these proposed re¬ 
quirements for averaging Brix measure¬ 
ments or for averaging drained weights 
would promote the Interests of consum¬ 
ers. (R. 97-99. 114. 138-139. 182-183) 

19. It is reasonable to provide that on 
labels of canned pineapple, wherever the 
name of the food conspicuously appears, 
the label declaration showing the op¬ 
tional Ingredients used shall also be con¬ 
spicuously displayed, without intervening 
written, printed, or graphic matter, ex¬ 
cept that the adjectival designation of 
the State, Territory, or possession of the 
United States or of the foreign country 
in which the pineapples were grown may 
Intervene. (R. 176-177) 

20. A number of preserved fruit and 
sirup products for use by soda fountains, 
ice cream manufacturers, bakers, and 
confectioners contain pineapple as a 
characterizing ingredient. These various 
products are generlcally designated as 
"pineapple toppings." They are usually 
more highly sweetened and have a lower 
proportion of pineapple than the prod¬ 
ucts canned and distributed by pine¬ 
apple-packing plants as canned pine¬ 
apple. The pineapple-topping products 
are generally prepared by manufacturers 
who make various other preserved fruit 
and fountain sirup products. In re¬ 
processing, additional sugar is added, 
and other ingredients, such as sodium 
benzoate (as a chemical preservative) 
and citric acid are often added. Some¬ 
times artificial color and flavor are 
added. As a rule, pineapple toppings 
arc distributed through different trade 
channels than those through which 
canned pineapple is distributed. In 
many instances the sweetened pine¬ 
apple-topping products arc sold under 
names that are also used to designate 
the canned pineapple products described 


in previous findings. Testimony was 
given by several manufacturers of pine¬ 
apple products prepared for use at soda 
fountains, and in frozen desserts, baked 
goods, and confections. This testimony 
showed that these manufacturers con¬ 
sidered their pineapple products to have 
Identities different from the canned 
pineapple products for which standards 
were proposed. The evidence tends to 
confirm this, although there Is no evi¬ 
dence from purchasers who may use the 
canned pineapple as packed in Hawaii 
or Puerto Rico as well as the reprocessed 
products generally classed as toppings. 
From the evidence it is concluded that 
the standards proposed for canned pine¬ 
apple should not be broadened to in¬ 
clude the reprocessed toppings as 
described in the record. Whether the 
use of acidifying agents, preservatives, 
artificial coloring, and artificial flavor¬ 
ing in toppings promotes honesty and 
fair dealing in the interest of the final 
consumers of the products containing 
them or causes the products to be adul¬ 
terated under some of the general provi¬ 
sions of the Federal Food. Drug, and 
Cosmetic Act cannot be determined from 
the evidence of this record. No pro¬ 
posal was made in the notice of hearing 
or during the course of the hearing to 
adopt separate standards for pineapple 
toppings. The adoption of definitions 
and standards of identity for canned 
pineapple, as proposed herein, will not 
preclude the manufacture and distribu¬ 
tion of heavily sweetened pineapple 
products clearly labeled to differentiate 
them from the standardized articles. 
(R. 26-25, 91. 93-96, 243-245. 250-252. 
263. 297, 447-454. 457-468. 476-482, 484- 
497; Ex. 122, 256-271) 

CANNED PINEAPPLE; QUALITY 

21. The size of the individual unit of 
canned pineapple is considered a factor 
of quality by the Hawaiian pineapple in¬ 
dustry In the case of slices, half slices, 
broken slices, cubes, and chunks. 
(R. 260, 295) 

22. The sizes of slices And half slices of 
canned pineapple packed in Hawaii vary 
somewhat In diameter, depending on 
the size of the can in which they are 
packed. It was proposed that slices and 
half slices having a diameter slightly 
less than the diameter of slices packed 
in the No. 1 tall can be considered sub¬ 
standard in quality. Subsequent to the 
hearing at which this proposal was made, 
it has come to the attention of this De¬ 
partment that a variety of pineapple 
grown In South Africa and conned to 
some extent there does not normally at¬ 
tain a size such that slices having the 
minlrpum diameter proposed could be 
cut from it. There is no evidence that 
such canned sliced pineapple, if cut into 
slices to properly fill the cans used, 
would be considered of low quality by 
consumers because of the diameter of 
the slices. (R. 73. 75. 76. 261, 316, 326) 

23. The core hole in slices of canned 
pineapple varies somewhat in diameter. 
Too small a hole might leave undesirable 
core material, but this condition will be 
regulated by the limit on core material 
(see findings 51, 52. and 53). Too large 
a hole is undoubtedly objectionable. An 
upper limit on the diameter of hole for 


larger slices is not, however, a suitable 
maximum limit for small slices. A fill of 
container standard should serve to pre¬ 
vent abuses in this connection. 

24. The thickness of slices has also 
been considered a quality factor in 
Hawaii, but the proposals made are 
based only on trade practice in the 
Haw’&ilan industry and there does not 
appear to be any abuse in this connec¬ 
tion now in need of correction. 

25. In the case of broken slices, uni¬ 
formity of size is of considerable im¬ 
portance. It is customary In Hawaii to 
pack broken slices in large containers 
so that not more than 5 percent by 
weight of pieces have a thickness of less 
than $io-inch or of more than 1 inch; 
not more than 5 percent by weight of 
pieces are of less than *4-inch in width 
measured from outside edge to inner 
edge; and not more than 10 percent by 
weight of pieces have an arc of less 
than 90* (one-fourth slice). Such 
limits in a standard of quality should 
impose no unreasonable difficulties on 
packers in other areas than Hawaii. 
(R. 266, 267, 268) 

26. The larger tolerance for pieces 
smaller than one-fourth slice is neces¬ 
sary because of the fragile nature of 
broken slices of canned pineapple and 
their tendency to break into smaller 
pieces during the canning process. 
(R. 268) 

27. There was testimony In favor of 
limiting to 10 percent by weight the 
broken slices larger than three-fourths 
of a slice, I. e.. having an. arc greater 
than 270“; but this would in effect re¬ 
gard such large broken slices as being 
far more objectionable In a can of broken 
slices than those smaller than one- 
fourth slice. There was no testimony 
that such Is the case. (R. 266; Ex. 40) 

28. It is customary nnd reasonable to 
regulate the size of cubes or diced pine¬ 
apple by permitting not more than 15 
percent of the drained weight of the 
contents of the container to consist of 
cubes weighing more than % 2 -ounce 
each. (R. 274) 

29. A customary and reasonable limi¬ 
tation on the minimum size of cubes or 
diced pineapple would permit not more 
than 10 percent by weight of the units 
in the container to be of such size that 
they pass through the meshes of a sieve 
the openings of which arc tyc-inch 
rquare. Such a sieve is described in 
Table I of "Standard Specifications for 
Sieves." published March 1.1940. in L. C. 
584 of the United States Department of 
Commerce. National Bureau of Stand¬ 
ards. (R. 295, 298) 

30. Similarly, it is customary and rea¬ 
sonable to limit to not more than 15 
percent of the drained weight of the 
contents of the container the weight of 
chunks weighing less than V lc -ouncc 
each. (R. 273; Ex. 52. 53. 57. 123) 

31. Uniformity of size is considered a 
factor of quality in canned pineapple 
slices, half slices, broken slices, spears, 
and tidbits. (R. 260, 265, 268, 269, 320) 

32. Slices and spears arc considered 
reasonably uniform in size if the weight 
of the largest unit in the container is not 
more than 1.4 times that of the smallest 
<R. 269, 272. 327; Ex. 42-46, 111) 
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33. Hnlf slices arc considered reason¬ 
ably uniform in size if the weight of the 
largest unit in the container is not more 
than 1.75 times the weight of the small¬ 
est. In making such a comparison it 
is reasonable to disregard a piece smaller 
than a half slice that is present in the 
can as a result of the breaking of an oc¬ 
casional half slice after packing. (R. 
270. 272, 328; Ex. 47-51, 112) 

34. The size of broken slices is con¬ 
sidered reasonably uniform if, in addi¬ 
tion to complying with the limits on size 
set forth in finding 25, not more than 
5 percent of the drained weight of the 
contents of the can consists of broken 
slices having an outside diameter differ¬ 
ing by as much as %-inch from those 
present in the container in the greatest 
proportion by weight. <R. 267) 

35. Tidbits are considered reasonably 
uniform in size if not more than 15 
percent by weight of the drained tidbits 
consists of units each of which weighs 
less than three-fourths as much as a 
normal untrimmed tidbit in the con¬ 
tainer. The weight of a normal untrim- 
med tidbit is construed as the average 
weight of untrlmmed tidbits in the con¬ 
tainer. (R. 275; Ex. 54-56) 

36. Freedom from excessive trimming 
is considered a factor of quality in slices, 
half slices, broken slices, spears, and tid¬ 
bits. <R. 260, 284) 

37. Slices and half slices are consid¬ 
ered excessively trimmed if the portion 
trimmed away exceeds 5 percent of the 
apparent physical bulk of the perfectly 
formed unit and if such trimming de¬ 
stroys the normal circular shape of the 
outer or inner edge of the unit. (R. 
284-286; Ex. 72-74) 

38. A reasonable limitation on the 
number of excessively trimmed slices and 
half slices, for maintaining the quality of 
canned pineapple, permits not more than 
7Vfr percent by count of the units in the 
container to be excessively trimmed, but 
permits in any container having not 
more than 10 units, one excessively trim¬ 
med unit; and permits in any container 
having more than 10 units, two exces¬ 
sively trimmed units. (R. 286, 330; Ex. 
72, 73. 133-135) 

39. Broken slices, spears, and tidbits 
are excessively trimmed if the normal 
shape of such units is destroyed by trim¬ 
ming. (R. 287) 

40 A reasonable tolerance for exces¬ 
sively trimmed units in broken slices and 
spears of canned pineapple permits not 
more than 15 percent by count of tho 
units in the container to be excessively 
trimmed. <R. 288. 330; Ex. 75. 137) 

41. A similar tolerence for tidbits 
would permit not more than 15 percent 
by weight of the units in the container 
to be excessively trimmed. <R. 288; Ex. 
76. 136) 

42. Freedom from blemishes is consid¬ 
ered a factor of quality in all forms of 
canned pineapple. <R. 260, 277) 

43. Abnormalities that can be detected 
by good commercial packing practice 
before the product is sealed in the con¬ 
tainer are regarded as blemishes. Deep 
fruit eyes and bruised areas are regarded 
as blemishes, as are also each of the fol¬ 
lowing if larger than Vh-inch In the 
longest dimension exposed on the sur¬ 


face of the unit; Fruit eyes, pieces of 
shell, and brown spots. tR. 277-279; 
Ex. 68) 

44. There is one abnormality that 
shows up after processing as a pink to a 
dark reddish-brown discoloration which 
cannot be detected satisfactorily before 
the fruit is sealed in the container. (R. 
278.279,318) 

45. A reasonable tolerance for blem¬ 
ished units in slices, half slices, broken 
slices, spears, chunks, cubes, and tidbits 
permits not more than 12% percent by 
count of units in the container to be 
blemished, except that in containers 
having not more than live units, one unit 
may be blemished; in containers having 
more than live but not more than 10 
units, two units may be blemished; and 
in containers having more than 10 units, 
four units may be blemished. (R. 280; 
Ex. 58-67. 124-131) 

46. A reasonable tolerance for blem¬ 
ished units in crushed pineapple of 
standard quality allows not more than 
1 Va percent of the drained weight of the 
pineapple to consist of blemished frag¬ 
ments. (R. 281. 282, 330; Ex. 69-71, 
132) 

47. Freedom from mashed units Is 
considered a factor of quality in all forms 
of canned pineapple, except crushed and 
diced pineapple. <R. 260, 290) 

48. A unit that is fully ripe sometimes 
loses its characteristic shape in the can¬ 
ning process, and should not be consid¬ 
ered as a mashed unit unless there is a 
visible mark of mechanical injury. <R. 
290. 292. 294) 

49. It is not possible to pack pineapple 
completely free of mashed units. iR. 
290, 291, 331) 

50. A reasonable tolerance for mashed 
units permits not more than one mashed 
spear per container; not more than one 
mashed unit In a container of 25 or less 
slices or half slices nor more than three 
mashed units in containers of more than 
25 slices or half slices; not more than 5 
percent mashed units in a container of 
broken slices; not more than three 
mashed units in a container of less than 
70 chunks nor more than 5 percent of 
mashed units In containers of 70 or more 
chunks; and not more than three mashed 
units In containers of less than 150 tid¬ 
bits nor more than 2 percent mashed 
units in larger containers. <R. 291, 293; 
Ex. 77-84, 138-143) 

51. Freedom from core material Is 
considered a factor of quality in all forms 
of canned pineapple. <R. 260. 297) 

52. Because of variations in individual 
pineapples it is not possible to eliminate 
completely the core material from 
canned pineapple. <R. 41-43, 298. 315. 
333) 

53. Although there was testimony ex¬ 
pressing the opinion that the tolerance 
for core material should be set at 1% 
ounces per pound of drained fruit, the 
exhibits that record the amount of core 
material actually found upon examina¬ 
tion of numerous samples show that a 
reasonable restriction for this factor in 
canned pineapple of standard quality is 
to permit not more than 1.1 ounces of 
core material, cleanly separated from 
pineapple flesh, per pound of drained 
fruit. <R. 298; Ex. 86-93. 145-151) 


54. Freedom from excessive acidity !s 
considered a factor of quality in all forms 
of canned pineapple. <R. 301) 

55. After canning, the acid present in 
the pineapple ingredient diffuses through 
the packing medium, and 15 days or 
more after packing the acidity is uniform 
throughout the contents of the container. 
(R. 301) 

56. The acid present In pineapple is 
predominantly citric acid. <R. 134; Ex, 
22. 95) 

57. A reasonable limitation of the 
total acidity, calculated as anhydrous 
citric acid, in canned pineapple of stand¬ 
ard quality is not more than 1.35 grams 
of anhydrous citric acid per 100 mini- 
liters of drained liquid. <R. 301, 302, 
334; Ex. 94, 96-102. 152-158) 

58. The amount of free liquid present 
is considered a factor of quality in canned 
crushed pineapple, since the consumer 
expects a product in which the solid 
pineapple particles are predominant. 
Although the proportion of the solid to 
liquid portions of crushed pineapple 
might be regulated by a standard of All 
of container, it is concluded that it Is 
more logical to consider this ratio as a 
factor of quality. (R. 113, 140-142, 317) 

59. A reasonable limitation on the 
ratio of solid to liquid portions in crushed 
pineapple of standard quality requires 
the drained weight of pineapple in the 
container to be not less than 63 percent 
of the net weight of such canned crushed 
pineapple. <R. 317; Ex. 114,114A, 114B> 

60. The drained weight of canned 
pineapple in any form of unit can be de¬ 
termined by the method given In "Offi- 
cial Methods of Analysis of the Associa¬ 
tion of Official Agricultural Chemists." 
section 30.1 (Eightli Edition, page 570)• 
(R. 260) 

61. Pineapple units can be examined 
in an objective manner. <by directly 
measuring or weighing) to determine 
width, thickness, outside and Inside di¬ 
ameter. size and weight, and relative uni¬ 
formity of size. The screen described in 
finding 29 is used in testing cubes for 
undersized units. A few cubes are placed 
on the screen and moved over the open¬ 
ings by gentle shaking. Cubes that re¬ 
main on the screen arc removed, and 
further smali portions are similarly 
screened until all the units in the con¬ 
tainer have been tested. The units that 
pass through the screen openings are 
aggregated and weighed. <R. 271. 296) 

62. In those pineapple units in which 
excessive trimming is a factor of quality, 
the extent of such trimming can be de¬ 
termined by direct observation and com¬ 
parison with normal untrlmmed units. 
(R. 276. 289) 

63. Blemished units can be detected by 
direct observation, then segregated and 
counted or weighed. <R. 283) 

64. Mashed units can be observed di¬ 
rectly and counted. (R. 294) 

65. The amount of core material, 
which is recognizable by its closely knit 
fibers and the direction In which they 
grow in the fruit, can be determined by 
separating and weighing. <R. 300) 

66. The acidity of canned pineapple 
can be accurately determined by the 
method given on page 354 of "Official 
Methods of Analysis of the Association 
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of Official Agricultural Chemists." Eighth 
Edition, under the heading "Titratable 
Acidity (25) Indicator Method (section 
20.40) <a> Colorless or slightly colored 
solutions.** This method is applicable to 
canned pineapple when carried out as 
follows: Measure with a pipette 10 milli¬ 
liters of the unaltered drained liquid into 
a 250-milliliter Erlenmcyer flask. Add 25 
milliliters of freshly boiled distilled water 
and 0.3 milliliter of 1-percent phenol- 
plithalein solution. Titrate with one- 
tenth normal sodium hydroxide solution 
to a faint, permanently pink coloration. 
Multiply the number of milliliters of one- 
tenth normal sodium hydroxide required 
by 0.004 to calculate the number of 
grams of anhydrous citric acid per 100 
milliliters of drained liquid. (R. 114, 
302) 

67. When canned pineapple fails to 
meet any of the quality requirements set 
forth in the above findings, it will be rea¬ 
sonable and will promote honesty and 
fair dealing in the interest of the con¬ 
sumer to require a simple statement of 
substandard quality to appear on the 
label. Such a simple and reasonable 
statement is furnished by the general 
statement of substandard quality in the 
general regulations relating to defini¬ 
tions and standards for food <21 CFR 
10.3 (a)). If the quality of the canned 
pineapple is below standard with respect 
to only one factor, it is reasonable, in lieu 
of the second line of aych general state¬ 
ment, to have appear on the label the 
appropriate qualifying statement listed 
below: 

a. Fbr excessive number of broken 
slices that fall below minimum size: 

• Small broken pieces," and for excessive 
number of broken si lies that exceed the 
maximum thickness: "Thick broken 
pieces." 

b. Por cubes or diced pineapple or 
chunks that exceed the tolerance for 
units below minimum size: "Irregular 
small pieces.** 

c. Por mixed sizes of units of cubes or 
diced pineapple that exceed the tolerance 
for units larger than maximum size: 
-Mixed sizes." 

d. For slices, half slices, broken slices, 
spears, and tidbits that fail to meet the 
requirements for uniformity of size: 
"Mixed sizes." 

e. For slices, half slices, broken slices, 
spears, and tidbits that fail to meet the 
requirement for freedom from excessive 
trimming: "Excessively trimmed." 

f. For all forms of pineapple units that 
exceed the tolerance for blemishes: 
"Blemished" or "Contains blemished 
pieces." 

g. For slices, half slices, broken slices, 
spears, chunks, or tidbits that exceed the 
tolerance for mashed units: "Mashed 
units" or "Contains mashed units." 

h. For all forms of units that exceed 
the tolerance for core material: "Exces¬ 
sive core" or "Poorly cored." 

L For all forms of units that exceed 
the tolerance for acidity: "Excessively 
tart." 

J. For crushed pineapple with excess 
juice: "Contains excess liquid." 

(R. 265, 209. 273, 277. 283-284. 290. 294-205, 
297. 300, 303. 306 307, 317, 501) 


RULES AND REGULATIONS 

CANNED CSUSHED PINEAPPLE; FILL OF 
CONTAINEE 

68. Filling containers with pineapple 
in the crushed form involves some con¬ 
siderations that are different from those 
involved in filling containers with pine¬ 
apple cut into other forms of units. In 
the case of large units (as an example, 
slices), consideration must be given to 
the fact that the weight of such units 
that can be filled Into containers of a 
given capacity and shape depends, in 
part, upon the dimensions and shape of 
the individual units; whereas, with 
crushed pineapple the units of pineapple 
flesh are so small that the fill does not 
depend upon their dimensions and shape. 
When filling containers with crushed 
pineapple, the packing medium is already 
mixed with the crushed pineapple before 
filling. It is not commercially feasible 
to fill containers completely full of 
crushed pineapple. It is necessary to 
allow a limited headspace in the con¬ 
tainers. but when good commercial prac¬ 
tice is followed there is no necessity for 
allowing a headspace in excess of 10 per¬ 
cent of the volume of the container. 
Two bases for establishing a fill of con¬ 
tainer standard for canned crushed 
pineapple can be supported by testimony 
in the record. One basis provides for 
setting minimum drained weights for 
crushed pineapple in containers of vari¬ 
ous designated sizes. The other basis 
provides for setting a requirement that 
the crushed pineapple should occupy not 
less than 90 percent of the volume ca¬ 
pacity of containers, whatever their size. 
The minimum drairted-weight basis U 
subject to the objection that under such 
a standard it would be possible for con¬ 
tainers with unnecessarily large 
headspace to meet the drained-weight 
requirement Should the volume basis be 
considered without giving any attention 
to the quality standard, there would 
arise the objection that under such a 
standard it would be possible for crushed 
pineapple with excess liquid to meet the 
volume requirement. However, with a 
standard-of-quality requirement that 
the drained weight of crushed pineapple 
be not less than 63 percent of the total 
weight and a standard of fill-of-con- 
talner requirement that the crushed 
pineapple occupy not less than 90 per¬ 
cent of the volume of the container, 
both objections—that of excess head¬ 
space and excess liquid—arc met. <FL 
79, 81. 93-96, 113, 120. 140-142, 192, 256, 
317, 347, 349-351. 359-360. 373. 401. 413, 
435. 440, 442-446, 500-503; Ex. 14) 

69. It will promote honesty and fair 
dealing In the interest of consumers to 
require containers of crushed pineapple 
in which the fill is below 90 percent of 
the volume capacity to be labeled below 
standard In fill. The substandard fill 
statement specified in $ 10.3 ib) (21 CFR 
Part 10), when displayed In the manner 
and form therein specified, is a simple 
and easily understandable label declara¬ 
tion of substandard fill. (R. 347, 351, 
414, 435.442.501) 

CANNED PINEAPPLE JUICE J IDENTITY 

70. Pineapple Juice for use as a bev¬ 
erage has been canned In Hawaii for 
many years. It is the common practice 


of canners of pineapple Juice in Haw r ali 
to obtain the juice for canning by blend¬ 
ing Juices obtained from various portions 
of the mature pineapple fruit, although 
in some instances the Juice may be pre¬ 
pared from the whole of the fleshy por¬ 
tion of the fruit or from cores alone. 
Among the parts of the pineapple that 
furnish juice for canning are: The por¬ 
tion of the pineapple remaining in the 
shell after a cylinder is cut out for use 
in preparing slices, etc.; the core of the 
pineapple: material obtained when trim¬ 
ming forms of pineapple for canning; 
Juice liberated during the various ma¬ 
nipulations involved in preparing parts 
of pineapple for canning, as in prepar¬ 
ing crushed pineapple. (R. 12, 398-401) 

71. Methods of extracting the juice 
from the pineapple flesh in use by dif¬ 
ferent canncrs vary somewhat. In gen¬ 
eral, the various raw materials are 
inspected to remove any unsuitable 
material and then combined and passed 
through extraction equipment. Some¬ 
times heat Is used in extracting pine¬ 
apple Juice. The record does not contain 
a detailed description of the extractors 
used. The extracted juice is passed over 
screens to remove any coarse or hard 
material. It is then processed through 
what is called a "centrifuging operation" 
for the purpose of standardizing the 
quantity of insoluble solids It will con¬ 
tain when canned. The pineapple Juice 
is then heated and sealed into con¬ 
tainers. <R. 401-402) 

72. Usually, the quantity of sugars 
naturally present in pineapple Juice for 
canning and the ratio of the quantity of 
sugars to quantity of acid are siidh as to 
provide a canned Juice of desirable taste. 
The sweetening of canned pineapple 
Juice is not a common practice. Some¬ 
times, however, dry sugar (refined su¬ 
crose) is added to the juice for canning. 
(R. 404) 

73. The name on containers of canned 
pineapple Juice is commonly "pineapple 
juice." Where no sugar is added It is 
sometimes the practice to have the word 
"unsweetened" precede or follow the 
words "pineapple juice." When sugar is 
added the labels bear the statement 
••sugar added." (R. 404-405) 

74. The pineapple canners of Puerto 
Rico consider a standard of identity for 
canned pineapple Juice, based on experi¬ 
ence with canning practices in Hawaii, a 
reasonable standard for canned pineap¬ 
ple juice packed in Puerto Rica (R. 
415) 

CANNED PINEAPPLE JUICE; QUALITY 

75. The degree of sweetness is con¬ 
sidered a factor of quality in canned 
pineapple Juice. This can be estimated 
objectively by the density of the juice as 
measured with the Brix hydrometer. 
Pineapple Juice of standard quality nor¬ 
mally contains not less than 10.5 percent 
solids as measured by the Brix hydrom¬ 
eter. (R. 405-406, 415-416; Ex. 230, 245, 
246) 

76. The degree of acidity of canned 
pineapple Juice is considered a factor of 
quality. A certain quantity of acid is 
desirable, but a high acidity Impairs 
quality. Canned pineapple Juice of 
standard quality normally contains less 
acid-reacting substances than repre- 
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sen ted by a figure of 1.35 grams of 
anhydrous citric acid per 100 milliliters, 
where the total titratable acidity of the 
juice is calculated as anhydrous citric 
acid. (R. 405. 406. 407, 416; Ex. 231, 247, 
248) 


77. The taste of canned pineapple 
Juice is influenced by the ratio of the 
soluble solids to the acidity as well as 
by the quantities of soluble solids and 
acid present in the juice. The ratio of 
"Brix to acid, M as it is called, is con¬ 
sidered a quality factor. Canned pine¬ 
apple juice of standard quality normally 
has a ratio of degrees Brlx (percent sol¬ 
uble solids) to acid (acidity calculated 
as grams of anhydrous citric acid per 
100 milliliters of pineapple juice) of not 
less than 12. CR. 408-409. 416; Ex. 233, 
249. 250) 

78. The flavor of canned pineapple 
juice is influenced by the finely divided 
fragments of the pulp present in the 
juice. Too much or too little of these 
finely divided insoluble solids impairs 
quality. In canned pineapple juice of 
standard quality the percentage of "in¬ 
soluble solids," as determined by a 
method used by canners of pineapple 
juice (see finding 79), is not less than 
5 percent nor more than 30 percent. 
(R. 409-410. 416; Ex. 235. 251) 

79. The method used by pineapple 
canncrs for determining the quantity of 
"insoluble solids" in canned pineapple 
juice is as follows: Measure 50 milliliters 
of thoroughly stirred pineapple juice 
into a cone-shaped graduated tube of 
the long-cone type, measuring approx¬ 
imately 4>i« Inches from tip to top cal¬ 
ibration and having a capacity of 50 
milliliters. Place the tube in a suitable 
centrifuge the approximate speed of 
which Is related to diameter of swing 
in accordance with the table immedi¬ 
ately below. The word "diameter" 
means the over-all distance between the 
tips of opposing centrifuge tubes In oper¬ 
ating position. 


Diameter (inches): 

i vEEEEEE 


12tw. . 

13-,. 


1514 

16... 


1614 

I7_. 



1914 

20 ... 


Approximate 
revolutions 
per minute 

-1.609 

-1.570 

-1.534 

- 1.500 

. 1.468 

-- 1.438 

- 1,410 

- 1.384 

. 1.359 

.. 1,336 

. 1,313 

- 1,292 

.. 1.271 

__1.252 

. 1,234 

-1.216 

-1,199 

. 1.182 

- 1.167 

. 1,152 

. 1,137 


The milliliter reading at the top of the 
layer of "insoluble solids," after centri¬ 
fuging 3 minutes, is multiplied by two to 
obtain the percent "insoluble solids." 
'R. 410-411. 417; Ex. 237-244, 253-254) 

80. It will promote honesty and fair 
dealing in the interest of consumers to 
require that canned pineapple juice of 
lower than standard quality be labeled 
No. 28 -3 


to show this fact. A simple and easily 
understandable statement of substand¬ 
ard quality is that specified in 8 10.3 (a) 
(21CFR Part 10). 

CANNED PINEAPPLE JUICE; FILL OF 
CONTAINER 

81. It Is the general practice of can¬ 
ners of pineapple Juice to fill the con¬ 
tainers as full as possible. Containers 
cannot be completely filled for a number 
of practical reasons. In good commer¬ 
cial practice, it is practicable to fill con¬ 
tainers of canned pineapple juice so that 
the juice occupies 90 percent or more of 
the volume of the container. (R. 412, 
413. 417; Ex. 242) 

82. It will promote honesty and fair 
dealing in the interest of consumers to 
require that containers of canned pine¬ 
apple Juice the fill of which falls below 
90 percent of the capacity of the con¬ 
tainer to be labeled as of substandard fill. 
A simple and easily understandable 
statement of substandard fill is that 
specified in ft 10.3 (b) (21 CFR Part 10). 
(R. 413-414) 

Conclusions. Upon consideration of 
the entire record and the foregoing find¬ 
ings of fact. It is concluded that promul¬ 
gation of the following regulations estab¬ 
lishing definitions and standards of 
identity and standards of quality for 
canned pineapple and canned pineapple 
juice and standards of fill of container 
for canned crushed pineapple and for 
canned pineapple Juice will promote 
honesty and fair dealing in the interest 
of consumers. 

Therefore , it is ordered . That the fol¬ 
lowing amendments to Part 27 be made: 

1. The designation of Part 27 is 
changed to read: "Part 27—Canned 
Fruits and Canned Fruit Juices; Defini¬ 
tions and Standards of Identity, Quality; 
and Fill of Container." 

2. The following new sections are 
added to Part 27: 

ft 27,50 Canned pineapple; identity; 
label statement of optional ingredients. 
(a) Canned pineapple is the food pre¬ 
pared from one of the following opUonal 
forms of units obtained from peeled, 
cored, mature fruits of the pineapple 
plant: 

(1) Sliced, slices; consisting of whole 
circular slices cut across the axis of the 
peeled, cored fruit cylinders. 

(2) Half sliced, half slices; consisting 
of semicircular halves of slices. A unit 
that is approximately one-half slice Is 
considered to be a half slice. 

(3) Broken sliced, broken slices; con¬ 
sisting of arc-shnpcd portions cut or 
broken from slices, which portions are 
not uniform in size or shape, 

(4) Tidbits; consisting of sectors cut 
from slices. Tidbits are reasonably uni¬ 
form in size and shape: they are pre¬ 
dominantly from *lo-lnch to !fe-lnch 
thick and. except for an occasional unit, 
each sector is not larger than one-sixth 
of the slice from which cut. 

(5) Chunks; consisting of short, thick 
pieces cut from thick slices or from 
peeled, cored fruit. Chunks may or may 
not be symmetrical or uniform in shape 
and size. Predominantly, the units have 
a thickness greater than &-inch. a width 
greater than *i<;-inch, but a longest di¬ 


mension (along any edge) not greater 
than I*£ inches. 

(6) Cubes, diced: consisting of cube* 
shaped pieces cut from slices or from 
peeled, cored fruit. Except for an oc¬ 
casional unit, the longest dimension 
(along any edge) of each unit is not 
greater than *U-lnch. 

(7) Spears, fingers; consisting or long, 
slender pieces cut parallel to the core 
axis from peeled, cored fruit cylinders. 
The units are not larger than one-sixth 
of the cylinder from which they are cut, 
and they arc not less than 2% inches 
long. 

(8) Crushed; consisting of shredded 
or finely cut pieces of fruit flesh. 

The optional forms of units specified 
by subparagraphs (1) through (7) of 
this paragraph are canned writh one of 
the optional packing media specified In 
paragraph (b) of this section. The op¬ 
tional form of unit specified by subpara¬ 
graph (8) of this paragraph may be 
canned with one of the optional packing 
media specified in paragraph <b) (2) 
through (6) of this section or wdth one 
of the optional sweetening ingredients 
specified in paragraph (d) of this sec¬ 
tion. The food is sealed in containers, 
and is so processed by heat, either before 
or after sealing, as to prevent spoilage. 

(b> The optional packing media re¬ 
ferred to in paragraph (a) of this sec¬ 
tion are: 

(1) Water. 

(2) Pineapple Julco 

(3) Clarified Juice. 

(4) Light sirup. 

(5) Heavy sirup. 

<6) Extra-heavy sirup. 

(c) For the purposes of this section: 

(1) Pineapple juice conforms to the 
definition and standard of Identity for 
unsweetened pineapple Juice as specified 
in ft 27.54. except that it is not required 
to be separately sealed in containers and 
so processed by heat as to prevent spoil¬ 
age. Clarified Juice is the liquid col¬ 
lected from cutting various forms of 
units from pineapple fruits, or the liquid 
expressed wholly or In part from pine¬ 
apple cores, shells, or from pineapple 
flesh or parts thereof, whJch liquid is 
clarified and may be further refined or 
concentrated; but if the concentration is 
such that the packing medium conforms 
to the density range for one of the sirups 
hereinafter specified, such concentrated 
liquid is considered to be light sirup, 
heavy sirup, or extra-heavy simp, as the 
case may be. 

(2) Except as the concentrated, clari¬ 
fied Juice is considered to be a simp pack¬ 
ing medium as above provided, each of 
the packing media light simp, heavy 
simp, and extra-heavy simp consists of 
an optional sweetening ingredient as 
specified In paragraph (d) of this sec¬ 
tion, dissolved in one or any mixture of 
two or more of the liquids designated in 
subparagraphs (1), (2), and (3) of para¬ 
graph (b) of this section. The simp 
packing media have respective densities 
as determined by the method specified 
in "Official Methods of Analysis of 
the Association of Official Agricultural 
Chemists," Eighth Edition, on page 533, 
under the heading "Solids—By Means of 
Spindle—Official," using the Brix hy- 
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drometer 15 days or more after the pine¬ 
apple is canned, which are within the 
ranges specified for each In the following 
list: 

Packing medium. Brix measurement 

Light strop......... 14* or more but less 

than 18* 

Heavy alrup.,_- 18* or more but less 

than 22* 

Extra-heavy sirup.. 22* or more but not 
more than 35* 

(3) In the case of crushed pineapple 
(paragraph (a) (8) of this section), the 
Juice resulting from cutting or shredding 
the pineapple flesh is considered to be 
pineapple Juice, without regard to 
whether it has or has not been drained 
away from the pieces of pineapple. 

<d) The optional sweetening ingredi¬ 
ents referred to in paragraphs (a) and 

(e) of this section arc: 

<1) Sugar. 

(2) Invert sugar sirup. 

(3) Any mixture of optional sweet¬ 
ening Ingredients designated in subpara¬ 
graphs (1) and (2) of this paragraph. 

(4) Any of the optional sweetening in¬ 
gredients designated in subparagraphs 

(1). <2), and (3) of this paragraph with 
dextrose, provided that the weight of 
the solids of dextrose does not exceed 
one-third of the total weight of the 
solids of the combined sweetening 
ingredients. 

(5) Any of the optional sweetening 
ingredients designated in subparagraphs 

(1). (2). and (3) of this paragraph with 
com sirup or with dried com sirup or 
with glucose sirup or with dried glucose 
sirup, or with any two or more of these, 
provided that the weight of the solids 
of com sirup, dried com sirup, glucose 
sirup, dried glucose sirup or the sum of 
the weights of the solids of com sirup, 
dried com sirup, glucose sirup, and dried 
glucose sirup, in case two or more of 
these ore used, docs not exceed one- 
fourth of the total weight of the solids 
of the combined sweetening ingredients. 

(6) Any mixture of the optional in¬ 
gredients designated in subparagraphs 

(4) and (5) of this paragraph. 

(c) For the purposes of this section: 

(1) The term 44 sugar" means refined 
sugar (sucrose). 

(2) The term 'invert sugar sirup* 
means an aqueous solution of inverted 
or partly inverted, refined or partly re¬ 
fined sucrose, the solids of which con¬ 
tain not more than 0.3 percent by weight 
of ash and which is colorless, odorless, 
and flavorless except for sweetness. 

(3) The term "dextrose" means the 
hydrated or anhydrous monosaccharide 
obtained from hydrolyzed starch. 

(4) The term "corn sirup" means a 
clarified, concentrated aqueous solution 
of the products obtained by Incomplete 
hydrolysis of cornstarch and includes 
dried corn sirup. The solids of com 
sirup contain not less than 40 percent 
by weight of reducing sugars calculated 
as anhydrous dextrose. The term "glu¬ 
cose sirup" means a sirup that conforms 
to the definition In this subparagraph 
for corn sirup, except that it is made 
from any edible starch and includes 
dried gluoose sirup. 

(f) The name of the canned pineapple 
prepared from each of the optional 
forms of pineapple ingredient specified 


RULES AND REGULATIONS 

In paragraph (a) of this section is as 
follows: 

<1) If the optional form is one desig¬ 
nated in paragraph (a) <1> to (7), in¬ 
clusive. of this section, the name is 
"pineapple,” preceded or followed, for 
each of the indicated optional forms of 
units, by the words here specified: 

(a) (I) "sliced" or "slices." 

(a) (2) "half sliced"or **hAtf slices." 
(a) (3) "broken sliced" or "broken 
slices." 

(aj (4) "tidbits." 

<a) (6) "chunks." 

(a) (6) "cubes" or "diced." 

(a) (7) "spears" or "fingers." 

(2) If the optional form Ls one desig¬ 
nated in paragraph (a) (8) of tills sec¬ 
tion. the name is "pineapple." preceded 
or followed by the w r ord "crushed. 44 If 
the crushed pineapple, when drained by 
the method specified in 127.51 (b) (1), 
yields not less than 73 percent but less 
than 78 percent by weight of drained 
material, the word "crushed" or the 
words "crushed pineapple 44 in the name 
of the food may be preceded or followed 
by the words "heavy pack, 44 and if it 
yields 78 percent or more by weight of 
drained material the word "crushed 44 or 
the words "crushed pineapple 44 may be 
preceded or followed by the w r ords "solid 
pack. 44 

(g) (1) The labels of canned pine¬ 
apple prepared from the optional forms 
of pineapple specified in paragraph (a) 
(l) to (7), inclusive, of this section shall 
bear the name of the optional packing 
medium used as specified in paragraph 
(b) of this section, preceded by "in" or 
"packed in." Whenever the optional 
packing medium pineapple juice, as 
specified in paragraph (b) (2) of this 
section, ls used, the words "pineapple 
Juice 44 may be preceded by the word "un- 
sw'eetened. 4 * The labels of crushed pine¬ 
apple canned with the optional packing 
media specified in paragraph <b> (2) to 
(6). inclusive, of this section shall bear 

the statement "in_ 44 or "packed in 

-the blank being filled in with 

the name of the optional packing medi¬ 
um used as specified in paragraph (b) 
of this section, but In lieu of such state¬ 
ment crushed pineapple canned with 
pineapple juice (paragraph (b) (2) of 
this section) may be labeled "unsweet¬ 
ened, 44 and crushed pineapple canned 
with pineapple Juice and sugar may be 
labeled "lightly sweetened 44 or "heavily 
sweetened 44 or "extra heavily sweetened." 
If the drained liquid conforms to the 
density ranges specified in paragraph (c) 
of this section for light sirup, heavy 
sirup, or extra-heavy simp, respectively. 

<2) Wherever the name of the food 
appears on the label so conspicuously as 
to be easily seen under customary condi¬ 
tions of purchase, the words and state¬ 
ments herein specified, showing the op¬ 
tional ingredients used, shall conspicu¬ 
ously precede or follow the name, without 
Intervening written, printed, or graphic 
matter, except that the adjectival desig¬ 
nation of the State, Territory, or pos¬ 
session of the United States or of the 
foreign country in which the pineapples 
were grown may intervene. 

$ 27.51 Canned pineapple; quality; 
label statement oi substandard quality. 


(a) The standard of quality for canned 
pineapple is as follows: 

(1) In the case of broken slices, not 
more than 10 percent of the drained 
weight may consist of pieces having an 
arc of less than 90* and not more than 
5 percent of the drained weight of the 
contents of the container, as determined 
by the method prescribed in paragraph 

(b) (1) of this section: 

(i> Consists of pieces that measure in 
thickness less than 5/16-inch or more 
than 1 inch; or 

<ii> Consists of pieces that measure 
less than %-inch in width as measured 
from the outer edge to the inner edge. 

<2) (i) In the case of cubes or diced 
pineapple, not more than 10 percent of 
the drained weight consists of units of 
such size that they pass through the 
screen when tested by the method pre¬ 
scribed in paragraph (b) (4) of this sec¬ 
tion; and 

<ii) Not more than 15 percent of the 
drained weight consists of pieces weigh¬ 
ing more than jounce each. 

(3) In the case of chunks, not more 
than 15 percent of the drained weight 
consists of pieces weighing less than 
^ifl-ounce each. 

(4) (i) In the case of slices and spears, 
the drained weight of the largest unit in 
the container is not more than 1.4 times 
the weight of the smallest. 

<il) In the case of half slices, the 
drained weight of the largest unit In the 
container is not more than 1.75 times the 
weight of the smallest (except for an 
occasional broken piece due to splitting 
or an occasional whole slice not quite 
completely cut through). 

(5) In the case of broken slices, not 
more than 5 percent of the drained 
weight of the contents of the can con¬ 
sists of broken slices having an outside 
diameter differing by as much as %-inch 
from thnt of those present in greatest 
proportion by weight. 

(6) In the case of tidbits, not more 
than 15 percent of the drained weight 
consists of tidbits each of which weighs 
less than three-fourths as much as the 
average weight of all the untrimmed tid¬ 
bits in the container. 

(7) In the case of slices and half 
slices, not more than 7& percent by 
count of the units In a container may be 
excessively trimmed, but in any con¬ 
tainer having not more than 10 units, 
one unit may be excessively trimmed, 
and in any container havipg more than 
10 units, but not more than 27 units, two 
units may be excessively trimmed. Such 
slices and half slices are excessively 
trimmed if the portion trimmed away 
exceeds 5 percent of the apparent physi¬ 
cal bulk of the perfectly formed unit and 
if such trimming destroys the normal 
circular shape of the outer or inner edge 
of the unit. 

(8) In the case of broken slices and 
spears, not more than 15 percent by 
count of the total units in the container, 
and. in the case of tidbits, not more than 
15 percent of the drained weight, con¬ 
sist of units excessively trimmed. 
Broken slices, spears, and tidbits ore 
excessively trimmed if the normal shape 
of these units is destroyed by such 
trimming. 
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(9) In the case of sliegs, half slices, 
broken slices, spears, chunks, cubes, and 
tidbits, not more than 12& percent by 
count of the units In any container may 
be blemished, but in containers having 
not more than five units, one unit may 
be blemished; in containers having more 
than five units but not more than 10 
units, two units may be blemished; and 
in containers having more than 10 units, 
but not more than 32 units, four units 
may be blemished. Blemishes include: 

<ii Any of the following, if in excess 
of Mft-incb in the longest dimension on 
the exposed surface of the unit: Eyes, 
pieces of shell, brown spots. 

<il> Deep fruit eyes. 

<ill) Bruised portions. 

(iv) Other abnormalities that it is 
possible to detect in good commercial 
practice before sealing in the containers. 

(10) In the case of crushed pineapple, 
not more than 1 Ya percent of the drained 
weight of the contents of the can 
consists of fragments bearing such 
blemishes. 

ill) In the case of spears, not more 
than one unit per container is mashed: 
in the case of slices and half slices, not 
more than one unit In containers of 25 
units or less, and not more than three 
units in containers of more than 25 units 
are mashed: in the case of broken slices, 
not more than 5 percent by count of the 
units in the container is mashed; in the 
case of chunks, not more than three of 
the units In containers of less than 70 
units, or 5 percent of the units in con¬ 
tainers of 70 units or more, is mashed; 
in the case of tidbits, not more than 
three of the units in containers of less 
than 150 units, or 2 percent of the units 
in containers of 150 units or more, is 
mashed. (A unit that has lost its nor¬ 
mal shape because of ripeness and which 
bears no mark of mechanical injury shall 
not be considered as mashed.) 

(12) In the case of all forms of canned 
pineapple, not more than 1.1 ounces of 
core is contained In 1 pound of drained 
fruit, as determined by the method pre¬ 
scribed in paragraph (b) (8) of this 
section. 

(13) In the case of all forms of canned 
pineapple, not more than 1.35 grams of 
acid, as determined by the method pre¬ 
scribed in paragraph <b) (9) of this sec¬ 
tion and calculated as anhydrous citric 
acid, is contained in 100 milliliters of the 
liquid drained from the product 15 days 
or more after the pineapple is canned. 

(14) In the case of crushed pineapple, 
the drained weight of pineapple, as de¬ 
termined by the method prescribed in 
paragraph (b) (1) of this section, is not 
less than 63 percent of the net weight of 
the contents of the container, 

<b> The methods to be employed to 
determine whether canned pineapple 
meets the requirements of paragraph (a) 
or this section are as follows: 

<1) Determine the drained weight of 
the canned pineapple by the following 
procedure: Pour the contents of the can 
on a round sieve made with No. 8 woven- 
wire cloth complying with the specifica¬ 
tions for such cloth in Table I of "Stand¬ 
ard Specifications for Sieves,'* published 
March 1. 1940, in L, C. 584 of the United 
States Department of Commerce, Na¬ 


tional Bureau of Standards. Use a sieve 
8 Inches in diameter for containers of 
less than 3 pounds net contents and a 
sieve 12 Inches in diameter for larger 
containers. Incline the sieve, without 
shifting the contents, to facilitate drain¬ 
ing. Allow to drain for 2 minutes from 
the time the contents of the container 
are poured on the sieve. Immediately 
transfer the drained pineapple to a clean, 
dry, tared pan by inverting the sieve 
over the pan in one moderately rapid 
motion, and determine the weight of the 
drained pineapple. 

(2) In the case of broken slices and 
spears, check the dimensions and weight 
of each unit against the requirements of 
paragraph (a) (1), (4), and (5) of this 
section. 

(3) In the case of cubes, chunks, and 
tidbits, check the weight of the units 
against the requirements of paragraph 
(a) (2) 411). (3), and (6) of this section. 

(4) Test cubes for compliance with 
paragraph (a) (2) <i) of this section 
by placing the cubes, a few at a time, 
on the meshes of a sieve designated as 
^in-inch in Table I of “Standard Specifi¬ 
cations for 8ioves." described in sub- 
paragraph (1) of this paragraph. After 
shaking gently, remove those that re¬ 
main on the sieve before testing the next 
portion. Continue portionwlse until all 
units are tested, then determine the ag¬ 
gregate weight of those units that have 
passed through the sieve. 

(5) Except in the case of cubes, 
chunks, and crushed pineapple, inspect 
all the units in the container to deter¬ 
mine those that have been excessively 
trimmed, as defined in paragraph (a) 
<7> or (8) of this section. 

(6) Except in the case of crushed 
pineapple, segregate and count each unit 
that is blemished, as defined in para¬ 
graph (a) (9) of this section. In the 
case of crushed pineapple, segregate each 
fragment of crushed pineapple bearing 
a blemish and determine the aggregate 
weight of such fragments to determine 
compliance with paragraph (a) (10) of 
this section. 

(7) Except in the case of cubes and 
crushed pineapple, count the total units 
in the container and the number of 
mashed units, to determine compliance 
with paragraph (a) (11) of this section. 

(8) In the case of each form of op¬ 
tional pineapple ingredient, identify and 
separate any core material cleanly from 
each of the units In the container, and 
weigh the aggregate of such core ma¬ 
terial. Calculate the weight of the core 
material per pound of drained fruit, to 
determine compliance with paragraph 
(a> (12) of this section. 

(9) Determine the total acidity of the 
drained liquid by titration, using the fol¬ 
lowing method: Measure with a pipette 
10 milliliters of the unflltered drained 
liquid into a 250-milllliter Erlenmeyer 
flask. Add 25 milliliters of freshly 
boiled, distilled water and 0 3 milliliter of 
1-percent phenolphthalein solution. Ti¬ 
trate with onc-tenth normal sodium 
hydroxide solution to a faint, perma¬ 
nently pink coloration. Multiply the 
number of milliliters of one-tenth nor¬ 
mal sodium hydroxide required by 
0.004 to calculate the number of grams 
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of anhydrous citric acid per 100 milli¬ 
liters of drained liquid. 

(c) If the quality of canned pineapple 
falls below the standard prescribed In 
paragraph (a) of this section, the label 
shall bear the general statement of sub¬ 
standard quality specified in i 10.3 (a) of 
this subchapter, in the manner and form 
therein specified. However, if the qual¬ 
ity of canned pineapple falls below 
standard with respect to only one of the 
factors of quality specified in paragraph 
(a) (1) through <14> of this section, 
there may be substituted for the second 
line of such general statement of sub¬ 
standard quality a new line as specified 
below, after the number corresponding 
to each subparagraph of paragraph (a) 
of this section that such canned pine¬ 
apple falls to meet, as follows: 

(1) “Small broken pieces" or "Thick 
broken pieces." as the case may be. 

(2) (i) “Irregular small pieces"; 

(ii) "Mixed sizes." (These words are 

to be used only-where the cubes arc of 
mixed sizes and the tolerance for units 
larger than maximum size is exceeded.) 

(3) “Irregular small pieces." 

(4) "Mixed sizes." 

<5) “Mixed sizes." 

(6) "Mixed sizes." 

(7) "Excessively trimmed." 

(8) "Excessively trimmed." 

(9) "Blemished" or "Contains blem¬ 
ished pieces." 

(10) "Blemished" or "Contains blem¬ 
ished pieces." 

(11) “Mashed units" or "Contains 
mashed units." 

(12> “Poorly cored" or "Excessive 
core." 

(13) "Excessively tart." 

(14) "Contains excess liquid." 

127.52 Canned crushed pineapple: 
fill of containers; label statement of sub¬ 
standard /Ilf. (a) The standard of fill 
of container for canned crushed pine¬ 
apple is a fill of not less than 90 percent 
of the total capacity of the container, 
as determined by the general method 
for fill of container prescribed in 8 10.2 
(b> of this subchapter. 

<b) If canned crushed pineapple falls 
below the standard of fill of container 
prescribed in paragraph (a) of this sec¬ 
tion, the label shall bear the general 
statement of substandard fill specified in 
8 10.3 (b) of this subchapter, in the man¬ 
ner and form therein specified. 

8 27.54 Canned pineapple juice ; iden¬ 
tify; label statement of optional ingredi¬ 
ents. (a) Canned pineapple juice is the 
unconcentrated Juice from the flesh or 
parts thereof, or from the cores, or 
from both such flesh and cores, of nlature 
pineapples. Canned pineapple Juice 
may be extracted cold, or heat may be 
used in the extraction, but in neither case 
Is water added. Canned pineapple Juice 
contains finely divided insoluble solids, 
but It does not contain pieces of shell, 
seeds, or other coarse or hard substances. 
It may be sweetened with sugar. Before 
or after sealing in the container, canned 
pineapple juice is so processed by heat 
as to prevent spoilage. 

(b) For the purposes of thLs section, 
the term "sugar" means refined sugar 
(sucrose). 
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<c> The name of the food la ‘'pine¬ 
apple juice/' If no sugar Is added, the 
word “unsweetened" may Immediately 
precede or follow the words “pineapple 
Juice." 

<d> If the optional sweetening in¬ 
gredient sugar is used, the label shall 
bear the statement "sugar added." 

(e) Wherever the name of the food 
appears on the label so conspicuously as 
to be easily seen under customary condi¬ 
tions of purchase, the words herein speci¬ 
fied, showing the optional ingredient 
used, shall conspicuously precede or fol¬ 
low the name, without intervening writ¬ 
ten, printed, or graphic matter, except 
that the adjectival designation of tho 
State. Territory, or possession of the 
United States or of the foreign country 
in which the pineapples were grown may 
intervene. 

5 27.55 Canned pineapple juice: qual¬ 
ity; label statement of substandard 
quality, (a) The standard of quality for 
canned pineapple Juice is as follows: 

(1) The soluble solids content is not 
less than 10.5* Brix, as determined by 
the method prescribed in paragraph (b) 
(1> of this section. 

<2> The acidity, as determined by the 
method prescribed in paragraph <b) (2) 
of this section, is not more than 1.35 
grams of anhydrous citric acid per 100 
milliliters of the Juice. 

(3) The ratio of the degrees Brix to 
total acidity, as determined by the 
method prescribed in paragraph <b) (3) 
of this section, is not less than 12. 

(4) The quantity of finely divided “in¬ 
soluble solids," as determined by the 
method prescribed in paragraph (b) (4) 
of this section, is not less than 5 percent 
nor more than 30 percent. 

<b> The methods referred to in para¬ 
graph (a) of this section are as follows: 

(1) Determine the degrees Brix of the 
canned pineapple juice by the method 
prescribed in “Official Methods of Anal¬ 
ysts of the Association of Official Agri¬ 
cultural Chemists," “Solids—By Means 
of Spindle—Official" (Eighth Edition, 
page 533, section 29.9). 

(2) Determine the total acidity of the 
canned pineapple juice by titration by 
the method prescribed in } 27.51 (b> (9). 

<3) Divide the degrees Brix deter¬ 
mined as prescribed in subparagraph 
(1) of this paragraph by the grams of 
anhydrous citric acid per 100 milliliters 
of juice, determined as prescribed in 
subparagraph <2> of this paragraph, and 
report the results as ratio of degrees Brix 
to total acidity. 

(4) Determine the quantity of "in¬ 
soluble solids" in canned pineapple juice 
as follows: Measure 50 milliliters of 
thoroughly stirred pineapple juice into 
a cone-shaped graduated tube of the 
long-cone type, measuring approxi¬ 
mately 4‘Yi« inches from tip to top cali¬ 
bration and having a capacity of 50 
milliliters. Place the tube in a suitable 
centrifuge the approximate speed of 
which is related to diameter of swing in 
accordance with the table immediately 
below. The word “diameter" means the 
over-all distance between the Ups of 
opposing centrifuge tubes in operating 
position. 


Approximate 

revolutions 

Diameter (Inches): per minute 

10-- 1.600 

10V4-—...-1.570 

lt^iirrirrrrrrrrrrrrirrrrirrrrirr i! &oo 

12 ---1,408 

12V4--1.4118 

13 - 1.410 

13Vi-1.384 

14 - 1.359 

14ft--1,338 

15 . 1.313 

15*i- 1.292 

18 --1,271 

18H-- 1,252 

17...1.234 

17V4. 1,218 

is**—. 1 ! i»2 

19 . 1.167 

19 Mi.1,152 

20 ..1.137 


The milliliter reading at the top of the 
layer of "Insoluble solids," after cen¬ 
trifuging 3 minutes. Is multiplied by two 
to obtain the percentage of “insoluble 
solids." 

(c) If the quality of canned pineapple 
juice falls below the standard prescribed 
in paragraph <a> of this section, the 
label shall bear the general statement of 
substandard quality specified in 3 10.3 
(a) of this subchaptcr. in the manner 
and form therein specified. 

3 27.58 Canned pineapple juice: fill of 
container: label statement of substand¬ 
ard fill, (a) The standard of fill of con¬ 
tainer for canned pineapple juice is a 
fill of not less than 90 percent of the 
total capacity of the container, as de¬ 
termined by the general method for fill 
of container prescribed in 3 10.2 (b) of 
this subchapter. 

(b> If canned pineapple juice falls 
below the standard of fill of container 
prescribed in paragraph <a) of this sec¬ 
tion. the label shall bear the statement 
of substandard fill specified in 3 10.3 (b) 
of this subchaptcr. in the manner and 
form therein specified. 

Effective date . This order shall be 
effective January 1, 1957. 

(Sec. 701, 52 SUt. 1055: 21 U. S. C. 371, 
Interpret or apply ate. 401. 52 SUt. 1048. ns 
amended; 21 U. S. C. 341) 

Dated: February 6,1956. 

[seal] M. B. Folsom, 

Secretary. 

(P. R. Doc. 58-1062; Plied. Feb. 9. 1950; 

8:48 a. m.J 


TITLE 22—FOREIGN RELATIONS 

Chapter I—Department of State 

(Departmental Reg. 106.3771 

Part 53— Control or Persons Entering 
and Leaving the United States in 
Wartime 

revocation or regulations 

Part 53. Chapter I. TiUe 22 of the Code 
of Federal Regulations, is hereby 
amended in the following respect: 

Sections 53/11 to 53.41, inclusive, of 
TiUe 22 of the Code of Federal Regula¬ 
tions, are revoked so far as concerns 
their applicability to the Canal Zone. 


The revocation provided in this Joint 
order shall become effective upon publi¬ 
cation in the Federal Register. The 
provisions of section 4 of the Admin¬ 
istrative Procedure Act (60 Stat. 238: 
6 U. 8. C. 1003) relative to notice of pro¬ 
posed rule making and delayed effecUve 
date are inapplicable to this Joint order 
because the provisions contained therein 
Involve foreign affairs functions of the 
United States, 

(See. 1. 40 8Ut 559, as amended, sec. 2. 55 
SUt. 252; 22 U. S. C. 252; 22 U. S. C. 223, 229) 

Dated; December 17, 1955. 

Herbert Hoover. Jr„ 
Acting Secretary of State. 

Concurred In: February 2, 1956. 
William P. Rogers. 

Acting Attorney General. 

IP. R. Doc. 56-1052; Filed. Feb. 9, 1950; 
8:46 a. m.) 


TITLE 32—NATIONAL DEFENSE 

Chapter I—Office of the Secretary of 
Defense 

Subdtopter 8—TrantportoKon 

Part 39— Standards or Service for 
Charter Commercial Air Transporta¬ 
tion 

Sec. 

39.1 Purpose. 

39.2 Applicability. 

39a Accommodations. 

39.4 Flight attendants. 

39.5 Meals. 

39.8 Interruptions of transportation. 

39.7 Intent to perform. 

39.8 Notification by air carrier. 

30.9 Carrier's fiscal responsibility. 

39 10 SanlUtion. 

39.11 Baggage and military ImpedlmenU. 

39.12 Notice of positioning aircraft prior to 

departure. 

39.13 Loading or unloading passengers. 

39.14 Safety. 

39 16 Equipment. 

39.18 Reporting. 

Atmtoamr: 1139 1 to 39.16 issued under 
•cc. 202, 61 Stat. 500, as amended; 5 U. S. C. 
171a. 

5 39.1 Purpose. It Is the purpose of 
this part to prescribe the policy of tho 
Department of Defense with respect to 
standards of service, as set forth in 
$9 39.3 to 39.16, that shall be provided 
by commercial air carriers in charter 
operations to Insure that acceptable 
service is rendered to the Department 
of Defense. 

3 39.2 Applicability. The provisions 
of this part apply to the movement of 
groups of Department of Defense per¬ 
sonnel by commercial air service under 
commercial air movement symbols 
(CAMS) within the continental United 
States and contiguous countries, 

3 39.3 Accommodations —(a) Seats. 
Carriers should furnish upholstered re¬ 
clining seats equipped with removable 
sanitary headrest covers (either the 
disposable type or the type that can be 
cleaned or la tendered). The durability 
and stability of scats and the specifica¬ 
tions as to the requirements for safety 
belts are governed by Civil Aeronautics 
Board regulations and therefore may not 
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be considered as factors In these 
standards. 

<b) Blankets and pillows. Blankets 
are necessary in many instances when 
the cabin temperatures cannot be prop¬ 
erly controlled and should be furnished 
by the carrier for the health and welfare 
of the travelers. Pillows should be made 
available when the travel involves long 
journeys, especially between the hours 
of midnight and 0600 hours. 

f 39.4 Flight attendants. Carriers 
will assign a flight attendant to each air¬ 
craft used in CAM operations. 

5 39.5 Meals— <&) General. Meals 
should be furnished in accordance with 
the provisions of the Joint Military Air 
Transportation Agreements. When 
schedules allow, hot meals <fresh, tasty, 
and adequate in quantity) will be served 
in the morning and evening. For the 
midday meal, a box lunch will suffice. 
Box lunches must be prepared and 
served In such a manner that they are 
fresh, tasty, and adequate in quantity 
such os two sandwiches (meat and 
cheese >, pickles, hard-cooked egg, fruit 
and cookies, assorted candy, milk, tea or 
coffee. 

(b) Afeof hours. Regular meal hours 
should be observed: 0700 to 0800 hours 
for breakfast, 1200 to 1300 hours for 
lunch, and 1700 to 1800 hours for dinner. 
Local time at point of origin will govern 
the first meal period, and the time 
changes cn route will govern further 
meal periods. 

fc) By whom served. The carrier is 
required to provide all meals cn route 
which would be normally served between 
scheduled time of departure and sched¬ 
uled time of arrival, except for the 
following: 

<1) The station of origin will be re¬ 
sponsible for the serving of a meal prior 
to departure should the scheduled de¬ 
parture be within or after a meal period 
as stipulated in paragraph (b) of this 
section. 

(2) The station of destination will be 
responsible for the serving of a meal 
after arrival should the scheduled arrival 
be within or before a meal period as 
stipulated in paragraph <b) of this sec¬ 
tion. Except when prior arrangements 
are made with the military service con¬ 
cerned. the air carriers will not schedule 
meals to be served at a destination air¬ 
port. but will assure that service is com¬ 
pleted prior to arrival thereat in order 
that supplemental transportation serv¬ 
ice will not be delayed. In the event an 
interruption to service involves procure¬ 
ment of meals in excess of those required 
for a through uninterrupted Journey, the 
carrier is required to furnish such meals 
also at its own expense. 

<d) Procurement and arrangements. 
Any meals which arc the responsibility of 
the air carrier are furnished at its ex¬ 
pense. It is not desired that air carriers 
shall furnish monetary allowance in lieu 
of meals, when it is within their capacity 
to either perform this service or arrange 
for its performance. Carriers will make 
arrangements for all meals for which 
they are responsible, and will not require 
a movement commander or a member of 
a movement to make such arrangements. 


I 39.6 Interruptions of transportation. 
In the case of accidents, breakdowns, or 
other interruptions of transportation on 
the lines of the air carriers, such carriers 
will, at their own expense, endeavor to 
provide to the passengers affected 
thereby alternate transportation to their 
destinations: ProtHded. That such alter¬ 
native transportation, if provided at the 
expense of the air carriers, shall be in 
lieu of and not in addition to any refunds 
provided for in the tariffs. In such cases, 
unless military authorities elect to pro¬ 
vide food and lodging to the passengers 
affected thereby, the air carriers will 
provide, at no expense to the Govern¬ 
ment, reasonable food and lodging for 
such passengers until such time as alter¬ 
native transportation is offered to such 
passengers. The air carriers will en¬ 
deavor first to provide % >ucli alternative 
transportation in other equipment of 
like kind. If alternative transportation 
by such means is not available within a 
period of six (6) hours, the air carriers 
will endeavor to provide other alterna¬ 
tive transportation by air or surface 
means: Provided , That if the passengers 
would not. but for the accident, break¬ 
down. or other Interruption, have been 
traveling between the hours of midnight 
and six o’clock a. m.. the air carriers will, 
if the alternative transportation which 
is available will involve travel during 
such period, endeavor to provide alterna¬ 
tive transportation via rail carriers, in¬ 
cluding sleeping-car accommodations. 
The air carriers shall also, at their own 
expense, provide such passengers with 
meals, or a monetary allowance or ex¬ 
change order(s) therefor, for the re¬ 
mainder of their Journeys. When it is 
known that the delay will be of less than 
6 hours duration, the responsible air car¬ 
rier will make proper arrangements to 
care for the passengers involved. 

5 39.7 Intent to perform. If, after a 
CAM movement has been awarded to an 
air carrier or group of air carriers, it 
becomes necessary for the carrier or car¬ 
riers, for any Reason other than weather 
conditions, delays or cancellations caused 
by the Military Departments, riots, civil 
commotions, strikes or other labor dis¬ 
putes. act of God or the public enemy, 
to cancel the movement, in whole or in 
part, or delay the departure of all or 
part of the passengers, the carrier or 
carriers shall have the same responsi¬ 
bility as is provided for in 5 39.6 in the 
case of interruptions of transportation. 

f 39.8 Notification by air carrier—(a) 
Delay or irregularities at origin. After 
a commercial air movement has been 
awarded to a carrier and there is definite 
knowledge that schedules will be delayed 
or Irregularities have occurred, such in¬ 
formation will be immediately reported 
simultaneously to the office designated by 
the appropriate headquarters in Wash¬ 
ington. D. C. and the transportation of¬ 
ficer at station of origin. Subject to 
paragraph (c) of this section, no changes 
will be accomplished with the station 
transportation officer prior to clearance 
with the office designated by the appro¬ 
priate headquarters in Washington, 
D. C. 

(b) Delayed cn route. Once a com¬ 
mercial air movement has actually de¬ 


parted and becomes delayed en route, 
it will be the responsibility of the associ¬ 
ation of the member carrier to simulta¬ 
neously notify the office designated by 
the appropriate headquarters in Wash¬ 
ington, D. C., the destination transpor¬ 
tation officer, and the bus carrier with 
W’hom arrangements have been made for 
supplementary service at destination of 
such delay, so that arrangements by the 
bus carrier may be deferred or canceled 
as appropriate. In each Instance, the 
notification will contain the new esti¬ 
mated time of arrival, the locations 
where alternate transportation is fur¬ 
nished to include the point where the 
interruption In service occurred, the ex¬ 
tent of delay, the new destination ter¬ 
minal if changed, mode of alternative 
transportation, and time of departure 
from point of delay. 

<c) In emergencies. In the event time 
does not permit notification to. and/or 
clearance of, the office designated by the 
appropriate headquarters in Washing¬ 
ton. D. C., as required in paragraphs (a> 
and (b) of this section, emergency ap¬ 
proval should be obtained from the 
transportation officer at station of origin 
or emergency notification furnished the 
transportation officer and bus carrier at 
destination as appropriate. The earlier 
association should then notify the office 
designated by the appropriate head¬ 
quarters in Washington. D. C. as soon as 
possible thereafter. 

5 39.9 Carrier's fiscal responsibility. 
Purchases by cash, approved credit for 
fuel. food, supplies, lodging, alternate 
transportation, payment for repairs, and 
other expenses incidental to commercial 
air movements are subject to payment 
and/or obligation by the carrier, either 
by the crew captain or a carrier repre¬ 
sentative. Payment or obligation for 
such will not be by the transportation 
officer, movement commander, or by 
personnel of the movement. 

4 39.10 Sanitation —(a) Cleanliness of 
conveyance. Aircraft while in transit 
should be kept clean and free from in¬ 
sects. It should be thoroughly cleaned 
and made sanitary prior to each flight. 
Clean headrest covers should be provided 
prior to each flight. Seats should be 
thoroughly cleaned and sanitised and be 
in this condition prior to loading of per¬ 
sonnel at origin. Toilets and lavatory 
must be cleaned and sanitized prior to 
loading of personnel. 

<b> Food and drink. All food and 
drink served should be clean, wholesome, 
and free from spoilage, and should be 
prepared, stored, handled, and served in 
accordance with the principles of sani¬ 
tation set forth in the “Handbook on 
Sanitation of Airlines”, published by the 
United States Department of Health, 
Education, and Welfare (Public Health 
Service). 

<c) Water. An ample supply of water 
for drinking purposes will be available 
at all times and should be procured and/ 
or replenished from a water supply which 
meets Public Health Service standards 
or from approved military source. Un¬ 
less water cooler is equipped with a foun¬ 
tain, a dispenser for single-service cups, 
an adequate supply of cups, and a recep¬ 
tacle for used cups should be adjacent to 
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water cooler outlets. The construction 
and cleaning of water systems will be In 
accordance with the principles of sanita¬ 
tion set forth In the “Handbook On Sani¬ 
tation of Airlines’*, published by the 
United States Department of Health, 
Education and Welfare (Public Health 
Service). 

(d) Airsickness containers. Used 
air-sickness containers should be 
promptly disposed of. 

$ 39.11 Baggage and military impedi¬ 
menta. (a) Subject to limitations pre¬ 
scribed in Part 40 of this subchapter 
entitled, “Load Limitations for Trans¬ 
portation of Groups of Military Person¬ 
nel in Commercial Aircraft,” the air 
carriers may transport baggage and mili¬ 
tary impedimenta, without regard to 
weight allowances, except that baggage 
and military impedimenta will not be so 
loaded as to endanger the safety of pas¬ 
sengers, crew or aircraft. 

(b> Loading . The loading of baggage 
on the aircraft and the unloading there¬ 
from. whether it be into, or out of. an 
interior or exterior compartment will be 
the responsibility of the carrier contract¬ 
ing to handle the movement. Normally 
passengers will not be required to handle 


their own baggage to or from an aircraft; 
however, at other than major airports, 
where normal baggage handling facilities 
are not available, passengers may. when 
consistent with safety requirements, 
handle baggage to or from aircraft, but 
not into, or out of, the baggage compart¬ 
ment of the aircraft. 

5 39.12 Notice of positioning aircraft 
prior to departure. The carrier repre¬ 
sentative or pilot upon arrival at airport 
will keep the transportation officer at 
station of origin alerted as to the exact 
time the aircraft will be In position In 
order that the passengers may report to 
the airport at least 1 hour in advance 
of departure. 

$ 39.13 Loading or unloading pas¬ 
sengers. Carriers will be required to 
promptly provide ramps for loading or 
unloading of passengers. Passengers 
should not be expected to remain in air¬ 
ports or on planes for an extended period 
while awaiting the movement of ramps 
into position for use. 

§39.14 Safety, (a) The airworthi¬ 
ness of aircraft, the proficiency of flight 
and maintenance crews, minimum per¬ 
formance limitations, minimum operat¬ 


ing limitations, maximum weight limita¬ 
tions, and requirements for first aid and 
emergency equipment Is by law the 
responsibility of the civil air regulatory 
authorities and are covered by regula¬ 
tions of those agencies. 

<b> Transportation officers are not 
expected or encouraged to qualify for, 
or attempt to, inspect aircraft involved 
in charter air service for safety and 
airworthiness. However, any obvious 
deficient matters should be noted and 
reported. 

§ 39.15 Equipment . All other fac¬ 
tors being equal, preference shall be 
given to the use of pressurized equip¬ 
ment when it is tendered by the air car¬ 
riers for the operation of commercial 
air movements. 

§ 39.16 Reporting. Reports of service 
required by regulation of the respective 
services will include any violations or 
deficiencies in the standards set forth in 
this part. 

T. P. Pike, 

Assistant Secretary of Defense 
(Supply and Logistics). 

IP. R. Doc. 56-1065; Piled. Feb. 9, 1953; 
8:49 a. in.J 
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DEPARTMENT OF THE TREASURY 

Internal Revenue Service 

C 26 CFR (1954) Part 1 ] 

Income Tax; Taxable Years Beginning 
After December 31, 1953 

TAX ON SELF-EMPLOYMENT INCOME 

Notice is hereby given, pursuant to 
the Administrative Procedure Act, ap¬ 
proved June 11, 1946, that the regula¬ 
tions set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue, with 
the approval of the Secretary of the 
Treasury. Prior to the final adoption 
of such regulations, consideration will 
be given to any data, views, or argu¬ 
ments pertaining thereto which are 
submitted In writing. In duplicate, to the 
Commissioner of Internal Revenue. At¬ 
tention: T:P, Washington 25. D. C., 
within the period of 30 days from the date 
of publication of this notice in the 
Federal Register. The proposed regula¬ 
tions are to be issued under the authority 
contained in section 7805 of the Internal 
Revenue Code of 1954 (68A Stat. 917; 
26 U. 8. C. 7805). 

IsealI Russell C Harrincton, 

Commissioner of Internal Revenue. 

The regulations set forth below are 
hereby prescribed under chapter 2 of the 
Internal Revenue Code of 1954, as 
amended by the Social Security Amend¬ 
ments of 1954. Except ns otherwise 
stated in the regulations, the rules are 
applicable for taxable years beginning 
After December 31,1953. and ending after 
August 16. 1954. 


TAX ON SELF -EMPLOY RENT INCOME 

8*e. 

1.1401 Statutory provisions; rate of tax 

on self-employment Income. 
1.1401-1 Tux on aeif-employment income. 

1.1402 (a) Statutory provisions; defini¬ 

tions; net earnings from self- 
employment. 

1.1402 (s) —1 Net earnings from self-employ¬ 
ment. 

1.1402 (b) Statutory provisions; defini¬ 

tions; self-employment In¬ 
come. 

1.1402 (b)-l Self-employment income. 

1.1402 (c) Statutory provisions; defini¬ 

tions; trade or business. 

1.1402 (c)-l Trade or business. 

1.1402 (d) Statutory provisions; defini¬ 

tions; employee and wages. 

1 1402 (d)-l Employee and wages. 

1.1402 (e) Statutory provisions; defini¬ 

tions; ministers, members of 
religious orders, and Christian 
Science practitioners. 

1.1402 (e)-l Election by ministers, members 

of religious orders, and Chris¬ 
tian Science-practitioners for 
self-employment coverage. 

1.1403 Statutory provisions; miscella¬ 

neous provisions. 

1.1403-1 Cross references. 

TAX ON SELF-EMPLOYMENT INCOME 

§ 1.1401 Statutory provisions; rate of 
tax on self-employment income . 

Sue. 1401. Rate of tax . In addition to other 
taxes, there shall bo imposed for each taxable 
year. on the self-employment Income of every 
individual, a tax ns follows: 

(1) In the case of any taxable year be¬ 
ginning belore January 1. 1960. the tax ahaU 
be equal to 3 percent of the amount of the 
self-employment Income for such taxable 
year; 

(2) In the case of any taxoble year begin- 
nltg after December 31,1059. and before Jan¬ 


uary 1. 1965, the tax ahaU be equal to 3*4 
percent of the amount of the self-employ¬ 
ment Income for such taxable year; 

(3) In the case of any taxable year begin¬ 
ning after December 31, 1964, and before 
January 1, 1970, the tax shall be equal u> 

4 Vi percent of the amount of the self-employ¬ 
ment income for such taxable year; 

(4) In the case of any taxable year begin¬ 
ning after December 31, 1969, and before 
January 1. 1975. the tax shall be equal to 

5 Vi percent of the amount of the self-employ¬ 
ment income for such taxable year; 

(5) In the case of any taxable year begin¬ 
ning after December 31. 1974. the tax shall 
be equal to 6 percent of the amount of the 
self-employment Income for such taxable 
year. 

|Sec. 1401 as amended by sec. 206 (a). Social 
Security Amendments 1954) 

§ 1.1401-1 Tax on self-employmmt 
Income, (a) There is imposed, in addi¬ 
tion to other taxes, a tax upon the self- 
employment income of every individual 
at the rates prescribed In section 1401. 
This tax shall be levied, assessed, and 
collected as part of the income tax Im¬ 
posed by subtitle A of the Internal Reve¬ 
nue Code and. except as otherwise ex¬ 
pressly provided, will be Included with 
the tax Imposed by section 1 or 3 in com¬ 
puting« any deficiency or overpayment 
and in computing the Interest and addi¬ 
tions to any deficiency, overpayment ° r 
tax. Since the tax on self-employment 
income Is part of the income tax. it 13 
subject to the Jurisdiction of the Tax 
Court of the United States to the same 
extent and in the same manner as the 
other taxes under subtitle A of the Inter¬ 
nal Revenue Code. However, this tax U 
not required to be taken Into account m 
computing any estimate of the taxes re¬ 
quired to be declared under section 601* 
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(b) In general, self-employment in¬ 
come consists of the net earnings derived 
by an individual (other than a nonresi¬ 
dent alien) from a trade or business car¬ 
ried on by him as sole proprietor or by a 
partnership of which he is a member, in¬ 
cluding the net earnings of certain em¬ 
ployee newsboys and certain employee 
ministers and members of religious or¬ 
ders. See, however, the exclusions, ex¬ 
ceptions. and limitations set forth in 
U 1.1402 (a)-l through 1.1402 <e)-l. 

5 1.1402 (a) Statutory provisions: 
definitions ; net earnings from self - 
employment. 

6cc. 1402. Definitions —(a) Set eamings 
from self-employment. The term "net earn¬ 
ing* from eeU-employment" means the grots 
income derived by an individual from any 
trade or business carried on by such Individ¬ 
ual, less the deductions allowed by this sub¬ 
title which are attributable to such trade or 
business, plus hta distributive share (whether 
or not distributed) of income or loss de¬ 
scribed In section 702 (a) (0) from any trade 
or business carried on by a partnership of 
which he Is a member; except that in com¬ 
puting such gross income and deductions and 
such distributive share of partnership ordi¬ 
nary income or loss— 

(1) There shall be excluded rentals from 
real estate and from personal property leased 
with the real estate (Including such rentals 
paid In crop shores) together with the de¬ 
ductions attributable thereto, unless such 
rentals ore received In the course of a trade 
or business as a real estate dealer; 

(2) There shall be excluded dividends on 
any shore of stock, and interest on any bond, 
debenture, note, or certificate, or other evi¬ 
dence of Indebtedness, issued with interest 
coupons or in registered form by any cor¬ 
poration (Including one Issued by a govern¬ 
ment or political subdivision thereof j, unless 
such dividends and Interest (other than in¬ 
terest described In section 35) are received in 
the course of a trade or business as a dealer 
In stocks or securities; 

(3) There shall be excluded any coin or 
l os s ■ - 

(A) Which Is considered as gain or loss 
from the sale or exchange of a capital asset. 

(B) From the cutting of Umber, or the 
disposal of Umber or coal. If section 631 ap¬ 
plies to such gain or loss, or 

(C) From the sale, exchange. Involuntary 
conversion, or other disposlUon of property 
If such property Is neither— 

(I) Stock In trade or other property of a 
kind which would properly be Includible In 
Inventory if on hand at the close of the tax¬ 
able year, nor 

(II) Property held primarily for sale to 
customers in the ordinary course of the trade 
or business; 

(4) The dcducUon for net operating losses 
provided in section 172 shall not be allowed; 

(5) If— 

(A) Any of the Income derived from a 
irade or business (other than a trade or 
business carried on by a partnership) Is com¬ 
munity Income under community property 
laws applicable to such lnoome, all of the 
gross Income and deductions attributable to 
euch trade or business shall be treated as the 
gross income and deductions of the husband 
unless the wife exercises substantially all of 
the management and control of such trade 
or business, in which case all of such gross 
income and deducUons shall be treated as 
the gross income and deductions of the wife; 
and _ 

(B) Any porUon of a partner’s distribuUve 
»hare of the ordinary Income or loss from a 
trade or business carried on by a partnership 
U community Income or loss under the com¬ 
munity property laws applicable to such 
*hare, all of such distributive share shall be 


Included In computing the net earnings from 
self-employment of such partner, and no part 
of such shore shall be taken Into account In 
computing the net earnings from self-em¬ 
ployment of the spouse of such partner; 

(6) A resident of Puerto Rleo shall com¬ 
pute his net earnings from self-employment 
In the same manner as a citizen of the 
United States but without regard to tcctloii 
933; 

(7) The deduction for personal exemp¬ 
tions provided in section 151 shall not be 
allowed; 

(6) An individual who la— 

(A) A duly ordained, commissioned, or 
licensed minister of a church or a member 
of a religious order; and 

(B) A citizen of the United States per¬ 
forming service described in subsection (c) 
(4) as an employee of an American employer 
(as defined in section 3121 (h)) 

shall compute his net earnings from self- 
employment derived from the performance 
of service described In subsection (c) (4) 
without regard to section 011 (relating to 
earned Income from sources without the 
United States) and section 031 (relating to 
Income from sources within possessions of 
the United 8tatcs). It the taxable year of 
a partner Is different from that of the part¬ 
nership. the distributive share which he la 
required to Include In computing hie net 
earnings from self-employment shall be 
baaed on the ordinary Income or lose of the 
partnership for any taxable year of the part¬ 
nership ending within or with his taxable 
year. In the csie of any trade or business 
which Is carried on by an Individual who re¬ 
ports his Income on a cash receipts and dis¬ 
bursements basis, and in which, if It were 
carried on exclusively by employees, the 
major portion of the services would consti¬ 
tute agricultural labor as defined In sec¬ 
tion 3121 (g). (1) if the gross Income de¬ 
rived from such trade or business by such 
Individual la not more than $1300. the net 
earnings from self-employment derived by 
him therefrom may. at his option, be deemed 
to be 50 percent of such gross income in lieu 
of his net earnings from self-employment 
from such trade or business computed as 
provided under the preceding provisions of 
this subsection, or (11) if tbo gross Income 
derived from such trade or business by such 
individual Is more than $1300 and the net 
earnings from self-employment derived by 
him therefrom, as computed under the pre¬ 
ceding provisions of this subsection, are less 
than $£00, such net eamings may instead, 
at the option of such Individual, be deemed 
to be $000. For the purpose of the preced¬ 
ing sentence, gross Income derived from such 
trade or business shall mean the grtxs re¬ 
ceipts from such trade or business reduced 
by the cost or other basis of property which 
was purchased and sold In carrying on such 
trade or business, adjusted (after such re¬ 
duction) in accordance with the preceding 
provisions of this subsection. 

I Sec. 1402 (a) as amended by sec. 201 (a) and 
(c) (4), Social Security Amendments 1054, 
for taxable years ending after 1054. For tax¬ 
able years ending before 1055, sec. 1402 (a) # 
as set forth below, is applicable. 

Sac. 1402. Definitions—(a) Set eamings 
from self-employment. The term "net eam¬ 
ings from self-employment" means the gross 
Income derived by an Individual from any 
trade or business carried on by such Individ¬ 
ual. less the deducUons allowed by this sub¬ 
title which are attributable to such trade or 
business, plus his distributive share (whether 
or not distributed) of Income or loss de¬ 
scribed in section 702 (a) (0) from any trade 
or business carried on by a partnership of 
which he is a member; except that In com- 
puUng such gross Income and deductions and 
such distribuUve shore of partnership or¬ 
dinary Income or loss— 


(1) There shall be excluded rentals from 
real estate (including personal property 
leased with tho real estate) and deducUons 
attributable thereto, unless such rentals are 
received In the course of a trade or business 
as a real estate dealer; 

(2) There shall be excluded income de¬ 
rived from any trade or business in which, 
if the trade or business were carried on ex¬ 
clusively by employees, the major portion of 
the services would constitute agricultural 
labor as defined in section 3121 (g); and 
there shall be excluded all deductions at¬ 
tributable to such Income; 

(3) There ahall be excluded dividends on 
any share of stock, and Interest on any 
bond, debenture, note, or certificate, or other 
evidence of indebtedness. Issued with In¬ 
terest coupons or in registered form by any 
corporation (including one issued by a gov¬ 
ernment or political subdivision thereof), 
unless such dividends and interest (other 
than Interest described In section 35) are 
received in the course of a trade or business 
as a dealer in stocks or securities; 

(4) There shall be excluded any gain or 
loss— 

(A) Which Is considered as gain or loss 
from the sale or cxchango of a capital asset, 

(B) From the cutting of Umber, or the 
dUpoeal of Umber or coal. If section 631 ap¬ 
plies to such gain or loss, or 

(C) From the sale, exchange. Involuntary 
conversion, or other disposition of property 
If such property U neither— 

(I) Stock in trado or other property of a 
kind which would properly be Includible In 
Inventory if on hand at the cloee of the 
taxable year, nor 

(II) Property held primarily for sale to 
customers in the ordinary course of the 
trado or business; 

(5) The deduction for net opcraUng losses 
provided In section 172 shall not be al¬ 
lowed; 

<«) If— 

(A) Any of the income derived from a 
trade or business (other than a trade or 
business carried on by a partnership) Is 
community Income under community prop¬ 
erty laws applicable to such Income, all of 
the gross Income and deductions attributable 
to such trade or business shall be treated 
as tho gross Income and deduction! of the 
husband unless the wife exercises substan¬ 
tially all of the management and oontrol of 
such trade or business, in which case all of 
such gross Income and deductions shall be 
treated as the gross Income and deducUons 
of the wife; and 

<B) Any portion of a partner's distributive 
sharo of the ordinary Income or lose from a 
trade or business carried on by a partner¬ 
ship Is community income or loss under the 
community property laws applicable to such 
shore, all of such distribuUve shore ahall be 
Included in computing the net earnings from 
eelf-employment of such partner, and no 
part of such share shall be taken Into account 
in computing the net earnings from self- 
employment of the spouse of such partner: 

(7 1 A resident of Puerto Rico shall com¬ 
pute his net earninga from self-employment 
in the same manner as a citizen of the 
United States but without regard to tccUon 
933; 

(8) The deduction for personal exemp¬ 
tions provided in section 151 shall not bo 
allowed. 

If the taxable year of a partner la different 
from that of the partnership, the distributive 
share which he Is required to Include In com- 
puUng his net earnings from self-employ¬ 
ment shall be based on the ordinary income 
or kies of the partnership far any taxable 
year of the partnership ending within or with 
his taxable year.] 

f 1.1402 <a)-l Net earnings from self - 
employment —(a) Definition . (1) Sub¬ 

ject to the special rules set forth in para- 
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graph (c) of this section and to the ex¬ 
clusions set forth in 3 1.1402 (c)-l. the 
term “not earnings from self-employ¬ 
ment'’ means: 

(1) The gross income derived by an in¬ 
dividual from any trade or business car¬ 
ried on by such individual, less the 
deductions allowed by chapter 1 of the 
Internal Revenue Code which are attri¬ 
butable to such trade or business, plus 

<ii> His distributive share (whether or 
not distributed), as determined under 
section 704. of the income (or minus the 
loss). described in section 702 (a> <9> and 
as computed under section 703. from any 
trade or business carried on by any 
partnership of which he is a member. 

(2) Gross Income derived by an in¬ 
dividual from a trade or business includes 
payments received by him from a part¬ 
nership of which he is a member for 
services rendered to the partnership or 
for the use of capital by the partnership, 
to the extent the payments are deter¬ 
mined without regard to the income of 
the partnership. Sec section 707 (c) and 
the regulations thereunder, relating to 
guaranteed payments to a member of a 
partnership for services or the use of 
capital. Sec also section 706 (a) and the 
regulations thereunder, relating to the 
taxable year of the partner in which such 
guaranteed payments are to be included 
in computing taxable income. 

(3) Gross income derived by an indi¬ 
vidual from a trade or business Includes 
gross income derived in the taxable year 
from a trade or business even though 
such income may be attributable in whole 
or in part to services rendered or other 
acts performed in a prior taxable year. 

(b) Computation of net earnings —(1) 
General rule. In general, the gross in¬ 
come and deductions of an individual at¬ 
tributable to a trade or business (includ¬ 
ing a trade or business conducted by an 
employee referred to in 3 1.1402 <0-1 (c) 
<1) or (2)), for the purpose of ascertain¬ 
ing his net earnings from self-employ¬ 
ment, are to be determined by reference 
to the provisions of law and regulations 
applicable with respect to the taxes im¬ 
posed by sections 1 and 3. Thus, if an 
individual uses the accrual method of 
accounting in computing taxable income 
from a trade or business for the purpose 
of the tax imposed by section 1 or 3, he 
must use the same method in determining 
net earnings from self-employment. 
Likewise, if a taxpayer engaged in a trade 
or business of selling property on the in¬ 
stallment plan elects, under the pro¬ 
visions of section 453, to use the install¬ 
ment method in computing income for 
purposes of the tax under section 1 or 3, 
he must use the same method in deter¬ 
mining net earnings from seif-employ¬ 
ment. Except as otherwise provided in 
paragraph <c) (6) of this section, relat¬ 
ing to certain residents of Puerto Rico, 
and in paragraph (c) (8) of this section, 
relating to ministers or members of re¬ 
ligious orders, income which is exclud¬ 
able from gross income under any pro¬ 
vision of subtitle A of the Internal 
Revenue Code is not taken into account 
in determining net earnings from self- 
employment. Thus, in the case of a cit¬ 
izen of the United States conducting, in 
a foreign country, a trade or business in 
which both personal services and cap¬ 


ital are material Income-producing fac¬ 
tors, any part of the income therefrom 
which is excluded from gross income as 
earned income under the provisions of 
section 911 and the regulations there¬ 
under is not taken into account in deter¬ 
mining net earnings from self-employ¬ 
ment. 

(2) Trade or business carried on. The 
trade or business must be carried on by 
the individual, either personally or 
through agents or employees. Accord¬ 
ingly. Income derived from a trade or 
business carried on by an estate or trust 
Is not Included in determining the net 
earnings from self-employment of the 
individual beneficiaries of such estate or 
trust. 

(3) Aggregate net earnings . Where 
an Individual is engaged in more than one 
trade or business within the meaning of 
section 1402 (c) and 3 1.1402 (c)-l, his 
net earnings from self-employment con¬ 
sist of the aggregate of the net income 
and losses (computed subject to the spe¬ 
cial rules provided in this section) of all 
such trades or businesses carried on by 
him. Thus, a loss sustaind in one trade 
or business carried on by an individual 
will operate to offset the income derived 
by him from another trade or business. 

(4) Partnerships. The net earnings 
from self-employment of an individual 
include, in addition to the earnings from 
a trade or business carried on by him, his 
distributive share of the income or loss, 
described In section 702 (a) (9). from any 
trade or business carried on by each part¬ 
nership of which he is a member. An in¬ 
dividual's distributive share of such 
income or loss of a partnership shall be 
determined as provided in section 704, 
subject to the special rules set forth in 
section 1402 (a) and in this section and 
to the exclusions provided In section 1402 
(c) and in 3 1.1402 <e)-l. For provisions 
relating to the computation of the tax¬ 
able income of a partnership, see section 
703. 

<5) Different taxable years. It the 
taxable year of a partner differs from 
that of the partnership, the partner shall 
include, in computing net earnings from 
self-employment, his distributive share 
of the income or loss, described in sec¬ 
tion 702 (a) (9). of the partnership for 
its taxable year ending with or within 
the taxable year of the partner. 

<6) Meaning of partnerships . For the 
purpose of determining net earnings 
from self-employment, a partnership is 
one which Is recognized as such for in¬ 
come tax purposes. For income tax pur¬ 
poses, the term "partnership'* includes 
not only a partnership as known at com¬ 
mon law, but, also, a syndicate, group, 
pool, Joint venture, or other unincor¬ 
porated organization which carries on 
any trade or business, financial opera¬ 
tion. or venture, and which is not, with¬ 
in the meaning of the Internal Revenue 
Code, a trust, estate, or a corporation. 
An organization described in the preced¬ 
ing sentence shall be treated as a part¬ 
nership for purposes of the tax on self- 
employment income even though such 
organization has elected, pursuant to 
section 1361 and the regulations there¬ 
under, to be taxed as a domestic cor¬ 
poration. 


(7) Nature of partnership interest. 
The net earnings from self-employment 
of a partner include his distributive 
share of the income or loss, described 
In Section 702 (a) <9>, of the partner¬ 
ship of which he is a member, irrespec¬ 
tive of the nature of his membership. 
Hi us. In determining his net earnings 
from self-employment, a limited or in¬ 
active partner includes his distributive 
share of such partnership income or 
loss. In the case of a partner who is a 
member of a partnership with respect 
to which an election has been made pur¬ 
suant to section 1361 and the regulations 
thereunder to be taxed as a domestic 
corporation, net earnings from self-em¬ 
ployment include his distributive share 
of the income or loss, described in sec¬ 
tion 702 (a) (9). from the trade or 
business carried on by the partnership 
computed without regard to the fact that 
the partnership has elected to be taxed 
as a domestic corporation. 

(8) Proprietorship taxed as domestic 
corporation. A proprietor of an unin¬ 
corporated business enterprise with re¬ 
spect to which an election has been made 
pursuant to section 1361 and the regu¬ 
lations thereunder to be taxed as a do¬ 
mestic corporation shall compute his net 
earnings from self-employment without 
regard to the fact that such election has 
been made. 

<c> Special rules for computing net 
earnings. For the purpose of computing 
net earnings from self-employment, the 
gross income derived by an individual 
from a trade or business carried on by 
him, the allowable deductions attributa¬ 
ble to such trade or business, and the 
individual’s distributive share of the in¬ 
come or loss, described in section 702 (a) 

(9), from any trade or business carried 
on by a partnership of which he is a 
member shall be computed in accordance 
with the following special rules: 

(1) Rentals from real estate. (1) 
Rentals from real estate and from per¬ 
sonal property leased with the real es¬ 
tate (including such rentals paid in crop 
shares) and the deductions attributable 
thereto, unless such rentals are received 
by an individual In the course of a trade 
or business as a real-estate dealer, are 
excluded. Whether or not an Individual 
is engaged in the trade or business of a 
real-estate dealer is determined by the 
application of the principles followed in 
respect of the taxes imposed by sections 
1 and 3. In general, an Individual who 
is engaged in the business of selling real 
estate to customers with a view to the 
gains and profits that may be derived 
from such sales is a real-estate dealer. 
On the other hand, an individual who 
merely holds real estate for investment 
or speculation and receives rentals there¬ 
from Is not considered a real-estate 
dealer. Where a real-estate dealer bolds 
real estate for Investment or specula¬ 
tion In addition to real estate held for 
sale to customers in the ordinary course 
of his trade or business as a real-estate 
dealer, only the rentals from the real 
estate held for sale to customers in the 
ordinary course of his trade or business 
as a real-estate dealer, and the deduc¬ 
tions attributable thereto, are included 
in determining net earnings from self* 
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employment: the rental* from the real 
estate held for investment or specula¬ 
tion, and the deductions attributable 
thereto, are excluded. Rentals paid in 
crop shares include income derived by 
an individual as the owner or lessee of 
land under an agreement entered into 
with another person pursuant to which 
such other person undertakes to produce 
a crop or livestock on such land and 
pursuant to which (a) the crop or live¬ 
stock, or the proceeds thereof, are to bo 
divided between such Individual and 
such other person, and <b> the amount 
of such individual's share depends on 
the amount of the crop or livestock pro¬ 
duced. 

(ID Payments for the use or occupancy 
of entire private residences or living 
quarters in duplex or multiple-housing 
units are generally rentals from real 
estate. Except in the case of real-estate 
dealers, such payments are excluded in 
determining net earnings from self-em¬ 
ployment even though such payments are 
in part attributable to personal property 
furnished under the lease. 

(ill) Payments for the use or occu¬ 
pancy of rooms or other space where 
services are also rendered to the occu¬ 
pant, such as for the use or occupancy of 
rooms or other quarters in hotels, board¬ 
ing houses, or apartment houses furnish¬ 
ing hotel services, or in tourist camps or 
tourist homes, or payments for the use 
or occupancy of space in parking lots, 
warehouses, or storage garages, do not 
constitute rentals from real estate: con¬ 
sequently, such payments are included in 
determining net earnings from self-em¬ 
ployment. Generally, services are con¬ 
sidered rendered to the occupant if they 
are primarily for his convenience and 
are other than those usually or custom¬ 
arily rendered in connection with the 
rental of rooms or other space for occu¬ 
pancy only. The supplying of maid 
• ervice, for example, constitutes such 
service: whereas, the furnishing of heat 
and light, the cleaning of public entran¬ 
ces, exits, stairways and lobbies, the col¬ 
lection of trash, and so forth, are not 
considered as services rendered to the 
occupant. 

tiv> Except in the case of a real-estate 
dealer, where an individual or a partner¬ 
ship is engaged in a trade or business the 
income of which is classifiable In part as 
rentals from real estate, only that por¬ 
tion of such income which is not classi¬ 
fiable as rentals from real estate, and the 
expenses attributable to such portion, are 
included in determining net earnings 
from self-employment. 

(v) The application of this subpara¬ 
graph may be illustrated by the following 
example: 

Example. A. an Individual, owns a build¬ 
ing containing four apartments. During the 
taxable year, ha receives SI.*00 from apart¬ 
ments numbered 1 and 2, which are rented 
without services rendered to the occupants. 
Mid S3.600 from apartments numbered 3 and 
4, which are rented with services rendered to 
the occupants. His Axed expenses for the 
four apartments aggregate 11.200 during the 
taxable year. In addition, he has S50O of 
expenses attributable to the services ren- 
<>red to the occupants of apartments 3 and 
4. in determining his net earnings from 
^elf-employment, A includes the $3,600 re¬ 
ceived from apartments 3 and 4. and the 
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expenses of SMOO ($500 plus of $1,200) 
attributable thereto. The rentals and ex¬ 
penses attributable to apartments 1 and 2 
are excluded. Therefore. A has $2,500 of net 
earnings from self-employment for the tax¬ 
able year from the building. 

<2> Dividends and interest, <D All 
dividends on shares of stock are excluded 
unless they are received by an Individual 
in the course of his trade or business as 
a dealer in stocks or securities. 

(ill Interest on any bond, debenture, 
note, or certificate, or other evidence of 
indebtedness, issued with interest cou¬ 
pons or In registered form by any corpo¬ 
ra tiort (including one Issued by a govern¬ 
ment or political subdivision thereof >. Is 
excluded unless such Interest is received 
in the course of a trade or business as a 
dealer in stocks or securities. However, 
interest with respect to which a credit 
against tax is allowable as provided in 
section 35. that Ls, interest on certain 
obligations of the United States and its 
Instrumentalities, is not included in net 
earnings from self-employment even 
though received in the course of a trade 
or business as a dealer in stocks or secu¬ 
rities. Only interest on bonds, deben¬ 
tures. notes, or certificates, or other evi¬ 
dence of indebtedness, issued with In¬ 
terest coupons or in registered form by 
a corporation, ls excluded in the case of 
all persons other than dealers in stocks 
or securities; other interest received in 
the course of any trade or business (such 
as interest received by a pawnbroker on 
his loans or interest received by a mer¬ 
chant on his accounts or notes receiv¬ 
able) is not excluded. 

<Ui) Dividends and interest of the 
character excludable under the preced¬ 
ing subdivisions of this subparagraph 
received by an individual on stocks or 
securities held for speculation or Invest¬ 
ment are excluded whether or not the 
individual is a dealer in stocks or 
securities. 

(lv) A dealer in stocks or securities is 
a merchant of stocks or securities with 
an established place of business, regu¬ 
larly engaged in the business of purchas¬ 
ing stocks or securities and reselling them 
to cutomers; that Is, he is one who as a 
merchant buys stocks or securities and 
sells them to customers with a view to the 
gains and profits that may be derived 
therefrom. Persons who buy and sell or 
hold stocks or securities for investment 
or speculation, Irrespective of whether 
such buying or selling constitutes the 
carrying on of a trade or business, arc not 
dealers in stocks or securities. 

(3) Gain or loss from disposition of 
property. <t> There is excluded any 
gain or loss: (a) Which is considered as 
gain or loss from the sale or exchange 
of a capital asset; ib) from the cutting 
of timber or the disposal of Umber or 
the disposal of coal, even though held 
primarily for sale to customers, if section 
631 is applicable to such gain or loss; and 
(c) from the sale, exchange, involuntary 
conversion, or other disposition of prop¬ 
erty if such property is neither ( 1 ) stock 
in trade or other property of a kind 
which would properly be includible In 
inventory if on hand at the close of the 
taxable year, nor (2) property held pri¬ 
marily for sale to customers In the ordi¬ 
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nary course of a trade or business. For 
the purpose of the special rule in tc> 
of this subdivision, it is immaterial 
whether a gain or loss Ls treated as a 
capital gain or loss or as an ordinary 
gain or loss for purposes other than de¬ 
termining net earnings from self-em¬ 
ployment. For Instance, where the 
character of a loss is governed by the 
provisions of sccUon 1231, such loss is 
excluded In determining net earnings 
from self-employment even though such 
loss is treated under section 1231 as an 
ordinary loss. For the purposes of this 
special rule, the term “involuntary con¬ 
version" means a compulsory or invol¬ 
untary conversion of property into other 
property or money as a result of its de¬ 
struction in whole or in part, theft or 
secure, or an exercise of the power of 
requisition or condemnation or the 
threat or imminence thereof; and the 
term “other disposition" Includes the 
destruction or loss, in whole or in part, 
of property by fire, storm, shipwreck, or 
other casualty, or by theft, even though 
there is no conversion of such property 
Into other property or money. 

(U) The application of this subpara¬ 
graph may be illustrated by the following 
example: 

ltrample. During tho taxable year 1954. 
A, who owns a grocery store, realized a net 
profit of $1,500 from the sale of groceries 
and a gain of $350 from the sale of n refrig¬ 
erator cone. During the same year, he sus¬ 
tained a loss of $2,000 os a result of damage 
by fire to the store building. In computing 
taxable Income, all of these Items are taken 
Into account. In determining net earnings 
from self-employment, however, only the 
$1,500 of profit derived from the sale of gro¬ 
ceries Is Included. The $350 gain and the 
$2,000 loos are excluded. 

(4) Net operating loss deduction. Tho 
deduction provided by section 172, re¬ 
lating to net operating losses sustained in 
years other than the taxable year, is 
excluded. 

(5) Community income —U) In ease 
o/ an individual. If any of the Income 
derived by an individual from a trade 
or business (other than a trade or busi¬ 
ness carried on by a partnership ) is com¬ 
munity income under community prop¬ 
erty laws applicable to such income, all 
of the gross Income, and the deductions 
attributable to such income, shall be 
treated as the gross income and deduc¬ 
tions of the husband unless the wife ex¬ 
ercises substantially all of the manage¬ 
ment and control of such trade or busi¬ 
ness, in which case all of such gross in¬ 
come and deductions shall be treated os 
the gross income and deductions of the 
wife. For the purpose of this special rule, 
the term “management and control" 
means management and control in fact, 
not the management and control im¬ 
puted to the husband under the com¬ 
munity property laws. For example, a 
wife who operates a beauty parlor with¬ 
out any appreciable collaboration on tho 
part of her husband will be considered as 
having substantially all of the manage¬ 
ment and control of such business despite 
the provision of any community property 
law vesting in the husband the right of 
management and control of community 
property; and the income and deductions 
attributable to the operation of such 
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beauty parlor will be considered the in- 
come and deductions of the wife. 

Oil In case o/ a partnership. Even 
though a portion of a partner's distribu¬ 
tive share of the income or loss, described 
in section 702 (a) (9), from a trade or 
business carried on by a partnership is 
community income or loss under the 
community property laws applicable to 
such share, all of such distributive share 
shall be included in computing the net 
earnings from self-employment of such 
partner; no part of such share shall be 
token into account in computing the net 
earnings from self-employment of the 
spouse of such partner. In any case in 
which bo til spouses are members of the 
same partnership, the distributive share 
of the income or loss of each spouse is 
included In computing the net earnings 
from self-employment of that spouse. 

(6) Puerto Rico —(I) Residents. A 
resident of Puerto Rico, whether or not 
a bona fide resident thereof during the 
entire taxable year, and whether or not 
an alien, a citizen of the United States, 
or a citizen of Puerto Rico, shall com¬ 
pute his net earnings from self-employ¬ 
ment in the same manner as would a 
citizen of the United States residing in 
the United States. See 5 1.1402 <b)-l 
<d) for rules relating to nonresident 
aliens. For the purpose of the tax on 
self-employment Income, the gross in¬ 
come of such a resident of Puerto Rico 
also Includes income from Puerto Rican 
sources. Thus, under this special rule, 
income from Puerto Rican sources will be 
included in determining net earnings 
from self-employment of a resident of 
Puerto Rico engaged in the active con¬ 
duct of a trade or business in Puerto Rico 
despite the fact that, under section 933, 
such income may not be taken into ac¬ 
count for purposes of the tax under sec¬ 
tion 1 or 3. 

(U) Nonresidents. A citizen of Puerto 
Rico who Is also a citizen of the United 
States and who Is not a resident of Puerto 
Rico will compute his net earnings from 
self-employment in the same manner 
and subject to the same provisions of law 
and regulations as other citizens of the 
United States. 

(7) Personal exemption deduction. 
The deduction provided by section 151, 
relating to personal exemptions. Is ex¬ 
cluded. 

(8) Ministers and members of reli¬ 
gious orders, (i) For each taxable year 
ending after 1954 In which a minister or 
member of a religious order is engaged in 
a trade or business, within the meaning 
of section 1402 (c) and $ 1.1402 (0-1 
(e), with respect to service performed 
in the exercise of his ministry or in the 
exercise of duties required by such order, 
net earnings from self-employment from 
such trade or business include the gross 
Income derived during the taxable year 
from any such service, less the deduc¬ 
tions attributable to such gross income. 
If a minister or member of a religious 
order engaged in such a trade or business 
Is a citizen of the United States and per¬ 
forms service, in his capacity as a min¬ 
ister or member of a religious order, as 
an employee of an American employer, 
as defined in section 3121 (h) and sub¬ 
division UD of this subparagraph, his 
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net earnings from self-employment de¬ 
rived from such service shall be computed 
without regard to the exclusions from 
gross income provided in section 911, re¬ 
lating to earned income from sources 
without the United States, and section 
931, relating to income from sources 
within possessions of the United States. 
Thus, even though all the income of the 
minister or member for sendee of the 
character to which this subparagraph is 
applicable was derived from sources 
without the United States, or from sour¬ 
ces within possessions of the United 
States, and therefore may be excluded 
from gross income, such income Is in¬ 
cluded In computing n$t earnings from 
self-employment 

<ii) For the purpose of this subpara¬ 
graph. the term ' American employer" 
means an employer which is: 

(a) The United States or any instru¬ 
mentality thereof. 

(6) An individual who is a resident of 
the United States (that is. the several 
States, the District of Columbia, the Ter¬ 
ritories of Alaska and Hawaii, the Virgin 
Islands, and Puerto Rico), 

(c) A partnership, if two-thirds or 
more of the partners are residents of the 
United States, 

<ef) A trust, if all of the trustees are 
residents of the United States, or 

<*) A corporation organized under the 
laws of the United States or of any State 
(including the District of Columbia, the 
Territories of Alaska and Hawaii, the 
Virgin Islands, and Puerto Rico). 

(9) Income from agricultural activ¬ 
ity— (i) Taxable years ending before 
195$. (a) Income derived In a taxable 
year ending before 1955 from any trade 
or business in which, if the trade or busi¬ 
ness were carried on exclusively by em¬ 
ployees, the major portion of the serv¬ 
ices would constitute agricultural labor 
as defined in section 3121 (g), and all 
deductions attributable to such income, 
are excluded. In case the services are 
in part agricultural and in part non- 
agricultural. the time devoted to the per¬ 
formance of each type of service is the 
test to be used to determine whether the 
major portion of the services would con¬ 
stitute agricultural labor. If npre than 
half of the time spent in performing all 
the services is spent in performing serv¬ 
ices which would constitute agricultural 
labor under section 3121 (g). all income, 
and the deductions attributable to the 
Income, shall be excluded. If only half, 
or less, of the time spent in performing 
all the services is spent In performing 
services which would constitute agricul¬ 
tural labor under section 3121 (g), all 
income, and the deductions attributable 
to the Income, shall be included. In 
every case the time spent In performing 
the services will be computed by adding 
the time spent in the trade or business 
during the taxable year by every individ¬ 
ual (including the individual carrying on 
such trade or business and the members 
of his family) in performing such serv¬ 
ices. The operation of this special rule 
is not affected by section 3121 <c>. relat¬ 
ing to the included-excluded rule for de¬ 
termining employment. 

(b) The rules prescribed In (a) of 
this subdivision have no application 


where the nonagricultural services are 
performed in connection with an enter¬ 
prise w’hich constitutes a trade or busi¬ 
ness separate and distinct from the trade 
or business conducted as an agricultural 
enterprise. Thus, the operation of a 
roadside automobile service station on 
farm premises constitutes a trade or 
business separate and distinct from the 
agricultural enterprise, and the gross 
income derived from such service sta¬ 
tion. less the deductions attributable 
thereto, is to be taken into account in 
determining net earnings from self- 
employment. 

<ii) Taxable years ending after 1954. 
Income derived in a taxable year ending 
after 1954 from agricultural activities 
(see subdivision (i) of this subpara¬ 
graph) Is Includible in computing net 
earnings from self-employment. In¬ 
come derived from agricultural activities 
includes income derived by an individual 
under an agreement entered into by such 
Individual with another person pursuant 
to which such individual undertakes to 
produce a crop or livestock on land owned 
or leased by such other person and pur¬ 
suant to w’hich (a) the crop or livestock 
produced by such individual, or the pro¬ 
ceeds thereof, are to be divided between 
such individual and such other person, 
and (b) the amount of such individual’s 
share depends on the amount of the crop 
or livestock produced. However, the in¬ 
come derived under such an agreement 
by the owmer or lessee of the land is not 
Includible in computing net earnings 
from sclf-cmployment. See subpara¬ 
graph (1) of this paragraph. For options 
relating to the computation of net earn¬ 
ings from self-employment, sec para¬ 
graph <d) of this section. 

(d) Options available to farmers in 
computing net comings from self-em¬ 
ployment for taxable years ending after 
1954 —(l) Computation of net earnings. 
In the case of any trade or business 
which Is carried on by an individual who 
reports Ills income on the cash receipts 
and disbursements method, and in which, 
if it were carried on exclusively by em¬ 
ployees, the major portion of the serv¬ 
ices would constitute agricultural labor 
os defined in section 3121 (g) (see para¬ 
graph (c) (9) (i) of this section), net 
earnings from self-employment may. for 
a taxable year ending after 1954, at the 
cption of the taxpayer, be computed as 
follows: 

(i) Gross income $1,800 or less . If the 
gross Income, computed as provided In 
subparagraph (2) of this paragraph, 
from such trade or business is $1,800 or 
less, the taxpayer may, at his option, 
treat as net earnings from self-employ¬ 
ment from such trade or business an 
amount equal to 50 percent of such gross 
income. If the taxpayer so elects, the 
amount equal to 50 percent of such gross 
income shall be used in computing his 
self-employment income in lieu of his 
actual net earnings from such trade or 
business, tf any. 

(il) Gross income in excess of $1>800. 
If the gross Income, computed as pro¬ 
vided in subparagraph (2) of this para¬ 
graph, from such trade or business is 
more than $1,800, and the actual net 
earnings from self-employment from 
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such trade or business are leas than $000, 
the taxpayer may, at his option, treat 
$900 as net earnings from self-employ¬ 
ment. IX the taxpayer so elects, $900 
shall be used in computing his self-em¬ 
ployment income in lieu of his actual net 
earnings from such trade or business, if 
any. However, if the taxpayer’s actual 
net earnings from such trade or business, 
as computed in accordance with para¬ 
graphs <a), (b), and it) of this section, 
are $900 or more, such actual net earn¬ 
ings shall be used in computing his self- 
employment income. 

<2> Computation o/gross income. For 
purposes of subparagraph (1) of this 
paragraph, gross income shall consist of 
the gross receipts from such trade or 
business reduced by the cost or other 
basis of property which was purchased 
and sold in carrying on such trade or 
business, adjusted (after such reduction* 
in accordance with the provisions of 
paragraph <c> of this section, relating to 
income and deductions not included in 
computing net earnings from self-em¬ 
ployment. 

(3> Examples. Application of the 
rules prescribed in subparagraphs (1) 
and <2) of this paragraph may be illus¬ 
trated by the following examples: 

Example (I). P. a farmer. us*« the cash 
receipts and disbursements method of ac¬ 
counting in making h&s income tax returns. 
K » books and records show that during the 
calendar year 1955 he received *1,200 from the 
Kale of produce raised on the farm. $200 from 
the sale of livestock rained on the farm and 
not held for breeding or dairy purposes, and 
*000 from the sate of a tractor. The incomo 
from the sale of the tractor is of a type 
which is excluded from net ciurnings from 
r>«if-employment by section 1402 (a). Ki 
actual net earnings from self-employment, 
computed In accordance with the provisions 
of paragraph! (a), (b), and (c) of thts sec* 
non, are $450. F may report $450 as his net 
earnings from self-employment or he may 
elect to report $700 (one-half of $1,400). 

Example (2). C. a cattleman, uses the 
rash receipts and disbursements method of 
accounting In making his income tax re¬ 
turns. C had actual net earnings from self- 
employment. computed In accordance with 
the provisions of paragraphs (a), (b). and 
tc) of this section, of $725. His gross re¬ 
ceipts were $1,000 from the sale of produce 
raised on the farm and $14100 from the sale 
of feeder cattle, which C bought for $500. 
The income from the sale of the feeder 
catUe is of a type which U Included In com¬ 
puting net earnings from self-employment. 
Therefore. C may report $725 os his net 
tunings from self-employment or he may 
e.'ect to report $850. one-half of $1,700 
(*2.200 minus $500). 

Example (51. R. a rancher, has gross in¬ 
come of $3,000 from the operation of hi* 
ranch, computed as provided In subpara¬ 
graph (2) of this paragraph. His actual 
ret earnings from self-employment from 
t arming activities are less than $900. R. 
nevertheless, may elect to report $900 as net 
ctimings from self-employment from such 
trade or business. If R had actual net earn¬ 
ing! from self-employment from his form¬ 
ing activities in the amount of $900 or more, 
be would be required to report such amount 
In computing his self-employment income. 

(4) Two or more agricultural activi - 
ties. If an Individual Is engaged in more 
Uian one agricultural trade or business 
within the meaning of paragraph (c) 
•9> (i) of this section (for example, 
Uie business of ordinary farming and 


the business of cotton ginning), the 
gross income derived from each agricul¬ 
tural trade or business shall be aggre¬ 
gated for purposes of the optional 
method provided in subparagraph (1) of 
this paragraph for computing net earn¬ 
ings from self-employment. 

(5> Exercise of option. A taxpayer 
shall, for each taxable year with respect 
to which he is eligible to use the optional 
method provided by subparagraph (1) 
of this paragraph, make a determination 
as to whether his net earnings from 
self-employment arc to be computed in 
accordance with the optional method. 
If the taxpayer elects the optional 
method for a taxable year, he shall sig¬ 
nify such election by computing net 
earnings from self-employment under 
the optional method as set forth in 
Schedule F (Form 1040) of the income 
tax return filed by the taxpayer (or by 
his personal representative) for such 
taxable year. If the optional method is 
not elected at the time of the filing of 
the return for a taxable year with respect 
to which the taxpayer is eligible to elect 
such optional method, such method may 
be elected on an amended return filed 
within the period prescribed by section 
6501 and the regulations thereunder for 
the assessment of the tax for such tax¬ 
able year. If the optional method is 
elected on a return for a taxable year, 
the taxpayer may revoke such election 
by filing an amended return for the tax¬ 
able year within the period prescribed by 
section 6501 and the regulations there¬ 
under for the assessment of the tax for 
such taxable year. 

(6) Members of farm partnerships. 
The optional method provided by sub- 
paragraph (1) of this paragraph for com¬ 
puting net earnings from self-employ¬ 
ment is not available to a member of a 
partnership with respect to his dis¬ 
tributive share of the income or loss from 
any trade or business carried on by any 
partnership of which he 1s a member. 

1 1.1402 (b> Statutory provisions; 

definitions; self-employment income. 

Bsc. 1402. Definitions. • • • 

(b) Self-employment income. The term 
M sell-employment Income * means the net 
earnings from self-employment derived by 
an individual (other than a nonresident alien 
individual) during any taxable year; except 
that such term shall not Include— 

(1) That port of the net earnings from 
self-employment which I* In excess of— 

t A | For any taxable year ending prior to 
1955. (1) $3,600, minus (il) the amount of 
the wage* paid to such individual diming 
the taxable year; and 

(B) For any taxable year ending alter 1954. 
(I) $4,200, minus (11) the amount of the 
wages paid to such individual during the 
taxable year; or 

(2) The net earnings from self-employ¬ 
ment. if such net earnings for the taxable 
year are leas than $400. 

For purposes of clause (1). the term "wages" 
Includes such remuneration paid to an em¬ 
ploye© for services included under an agree¬ 
ment entered Into pursuant to the provisions 
of section 218 of the Social Security Act 
(relating to coverage of State employees), or 
under an agreement entered into pursuant 
to the provisions of section 3121 (1) (relating 
to coverage of citizens of the United States 
who are employees of foreign subsidiaries of 
domestic corporations), as would be wages 


under section 3121 (a) If such services con¬ 
stituted employment under section 3121 (b). 
An Individual who is not a citizen of the 
United States but who is a resident of the 
Virgin Islands or a resident of Puerto Rico 
shall not, for purposes of this chapter be 
considered to be a nonresident alien 
Individual. 

|Sec. 1402 (b) as amended by sec. 201 (b). 
Social Security Amendments 1954. for taxable 
years ending after 1954. For taxable years 
ending before 1955, sec. 1402 (b), os set forth 
below. It applicable. 

8bl\ 1402. Definitions. • • • 

(b) Self-employment income. The term 
"self-employment income" means the net 
earnings from self-employment derived by 
an Individual (other than a nonresident alien 
Individual) during any taxable year; except 
that such term shall not include— 

(1) That part of the net earnings from 
self-employment which Is In excess of— 

(A) $3,600, minus 

(B) The amount of the wages paid to such 
Individual during the taxable year; or 

(2) The net earnings from self-employ¬ 
ment. U such net eArnlngs for the taxable 
year are less than $400. 

For purposes of clause (1), the term "wages" 
Includes such remuneration paid to an em¬ 
ployee for services Included under an agree¬ 
ment entered into pursuant to the provisions 
of section 218 or the Social Security Act (re¬ 
lating to coverage or 8tate employees) as 
would be wages under section 3121 (a) If such 
services constituted employment under sec¬ 
tion 3121 (b). An Individual who Is not a 
citizen of the United States but who Is a resi¬ 
dent of the Virgin Islands or a resident of 
Puerto Rico shall not. for purposes of this 
chapter be considered to be a nonresident 
alien individual.] 

S 1.1402 <b)-l Self-employment in¬ 
come —<a> In general. Except for the 
exclusions in paragraphs <b) and (c> of 
this section and the exception in para¬ 
graph (d> of this section, the term "self- 
employment Income" means the net 
earnings from seU-employment derived 
by an individual during a taxable year. 

<b) Maximum self-employment in¬ 
come. (1) The maximum self-employ¬ 
ment Income of an Individual tor any 
taxable year (whether a period of 12 
months or less) is $4,200, except that 
the maximum self-employment income 
for any taxable year ending before 1955 
is $3,600. If an individual is paid wages 
as defined in section 3121 (a), the max¬ 
imum self-employment Income is the 
excess of $4,200 <$3,600 for a taxable 
year ending before 1955) over the 
amount of such wages. For example. 
If during the taxable year 1955 no such 
wages are paid and the individual has 
$5,000 of net earnings from self-employ¬ 
ment, he has $4,200 of self-employment 
income for such taxable year. If, in 
addition to having $5,000 of net earnings 
from self-employment, such individual 
1$ paid $1,000 of such wages, he has only 
$3,200 of self-employment income for 
the taxable year. 

(2* For the purpose of the limitation 
prescribed in subparagraph (1) of this 
paragraph, the term “wages" Includes 
such remuneration paid to an employee 
for services covered by— 

(I) An agreement entered into pur¬ 
suant to section 218 of the Social Se¬ 
curity Act (42 U. S. C. 418), which section 
provides for extension of the Federal 
old-age and survivors Insurance system 
to State and local government employees 
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under voluntary agreements between the 
States and the Secretary of Health. Edu¬ 
cation. and Welfare (Federal Security 
Administrator before April 11. 1953). or 

<ii> An agreement entered into pursu¬ 
ant to the provisions of section 3121 (1). 
relating to coverage of citizens of the 
United States who are employees of for¬ 
eign subsidiaries of domestic corpora¬ 
tions. 

as would be wages under section 3121 (a) 
If such services constituted employment 
under section 3121 <b). For an explana¬ 
tion of the term ’‘wages’*, see Subpart B 
of the Employment Tax Regulations 
(Part 31 of this chapter). 

<c) Minimum net earnings from self - 
employment . Self-employment income 
does not include the net earnings from 
self-employment of an individual when 
the amount of such earnings for the tax¬ 
able year is less than $400. Thus, an 
individual having only $300 of net earn¬ 
ings from self-employment for the tax¬ 
able year would not have any self-em¬ 
ployment income. However, an Individ¬ 
ual having net earnings from self-em¬ 
ployment of $400 or more for the taxable 
year may have less than $400 of self- 
employment income. This would occur 
In a case in which the amount of the 
individual’s net earnings from self-em¬ 
ployment is $400 or more for a taxable 
year and the amount of such net earnings 
from self-employment plus the amount 
of the wages received by the Individual 
during that taxable year exceed $4,200 
($3,600 for taxable years ending before 
1955). For example, if an individual has 
net earnings from self-employment of 
$1,000 for 1955 and also receives wages 
of $4,000 during that taxable year, his 
self-employment income for that taxable 
year is $200. 

(d) Nonresident aliens. A nonresident 
alien individual never has self-employ¬ 
ment income. For the purpose of the 
tax on self-employment income, an in¬ 
dividual who is not a citizen of the 
United Btates but who Is a resident of the 
Virgin Islands or of Puerto Rico is not 
considered to be a nonresident alien in¬ 
dividual. While a nonresident alien in¬ 
dividual who derives income from a trade 
or business carried on within the United 
States. Puerto Rico, or the Virgin 
Islands (whether by agents or employees, 
or by a partnership of which he is a 
member) may be subject to the applica¬ 
ble income tax provisions on such in¬ 
come. such nonresident alien Individual 
will not be subject to the tax on self- 
employment income, since any net 
earnings which he may have from 
self-employment do not constitute self- 
employment Income. 

5 1.1402 <c> Statutory provisions; 
definitions; trade or business. 

Sbc. 1403. Definitions. • • • 

(c) Trade or business. The term M trade 
or business**, when used with reference to 
self-employment income or net earning! from 
self-employment, shall have the same mean¬ 
ing as when used in section 1S2 (relating to 
trade or business expenses). except that auch 
term shall not include— 

(1) The performance of the functions of 
a public office; 

(2) The performance of service by an In¬ 
dividual as an employee (other than service 
described in section 3121 (b) (14) (B) per¬ 
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formed by an Individual who has attained 
the age of 18 and other than service de¬ 
scribed in paragraph (4) of this subsection); 

(3) The performance of service by an in¬ 
dividual as an employee or employee repre¬ 
sentative as defined in section 3231; 

(4) The performance of service by a duly 
ordained, commissioned, or licensed min¬ 
ister of a church In the exercise of his 
ministry or by a member of a religious order 
in the exercise of duties required by such 
order; or 

(5) The performance of service by an indi¬ 
vidual In the exercise of his profession as a 
physician, lawyer, dentist, osteopath, veteri¬ 
narian, chiropractor, naturopath, optome¬ 
trist* or Christian Science practitioner; or 
the performance of auch service by a 
partnership. 

The provisions of paragraph (4) shall not 
apply to service (other than service per¬ 
formed by a member of a religious order who 
has taken a row of poverty aa a member of 
such order) performed by an Individual dur¬ 
ing the period for which a certificate filed by 
such Individual under subsection (e) is In 
effect. The provisions of paragraph (5) shall 
not apply to service performed by an Indi¬ 
vidual In the exercise of his profession ns a 
Christian Science practitioner during the 
period for which a certificate filed by him 
under subsection (e) la in effect. 

(Sec. 1402 (c) as amended by secs. 201 (c) 
and 205 (e). Social Security Amendments 
1954. for taxable years ending after 1954. For 
taxable years ending before 1955, sec. 1402 (c). 
as set forth below, is applicable. 

Sec. 1402. Definitions. • • • 

(c) Trade or bilsiticss. The term "trode 
or business**, when used with reference to 
seif-employment Income or net earnings 
from self-employment, shall have the same 
meaning as when used in section 162 (relat¬ 
ing to trade or business expenses). except that 
auch term ah all not include— 

(1) The performance of the functions of 
a public office; 

(2) The performance of service by an in¬ 
dividual as on employee (other than service 
described In section 3121 (b) (16) (B) per¬ 
formed by an individual who has attained 
the age of 18): 

(3) The performance of service by an In¬ 
dividual as an employee or employee repre¬ 
sentative si defined in section 3231; 

(4) The performance of service by a duly 
ordained, commissioned, or licensed minister 
of a church In the exorcise of hla ministry or 
by a member of a religious order in the exer¬ 
cise of duties required by such order: or 

(5) The performance of service by an In¬ 
dividual In the exercise of his profession as 
a physician, lawyer, dentist, osteopath, vet¬ 
erinarian. chiropractor, naturopath, optome¬ 
trist. Christian Science practitioner, archi¬ 
tect, certified public accountant, accountant 
registered or licensed as an accountant un¬ 
der State or municipal taw. full-time prac¬ 
ticing public accountant, funeral director, or 
professional engineer; or the performance of 
ouch service by a partnership.) 

5 1.1402 (c)-l Trade or business —(a) 
In general. In order for an individual 
to have net earnings from self-employ¬ 
ment. he must carry on a trade or busi¬ 
ness, either as an individual or as a mem¬ 
ber of a partnership. Except for the ex¬ 
clusions discussed in paragraphs (b), 
(c), (d), (e). and (f) of this section* 
the term ’’trade or business”, for the pur¬ 
pose of the tax on self-employment in¬ 
come. shall have the same meaning as 
when used in section 162. An individual 
engaged In one of the excluded activities 
specified in this section may also be en¬ 
gaged in carrying on an included trade 
or business. Whether or not he is also 


engaged In an Included trade or business 
will be dependent upon all of the facts 
and circumstances in the particular case. 

(b) Public office. The performance of 
the functions of a public office does not 
constitute a trade or business. The term 
"public office” Includes any elective or 
appointive office of the United States or 
any possession thereof, or of a State or 
Its political subdivisions, or of a wholly 
owned instrumentality of any one or 
more of the foregoing. For example, the 
President, the Vice President, a governor, 
a mayor, the Secretary of State, a mem¬ 
ber of Congress, a State representative, 
a county commissioner, a judge, a county 
or city attorney, a marshal, a sheriff, a 
register or deeds, or a notary public per¬ 
forms the functions of a public office. 

<c> Employees. The performance of 
service by an Individual as an employee, 
as defined in the Federal Insurance 
Contributions Act (chapter 21 of the In¬ 
ternal Revenue Code), with tw*o excep¬ 
tions, does not constitute a trade or busi¬ 
ness, The exceptions are as follows; 

(1) Scrvlcff performed by an individ¬ 
ual, who has attained the age of 18, In. 
and at the time of. the sale of newspapers 
or magazines to ultimate consumers, un¬ 
der an arrangement under which the 
newspapers or magazines are to be sold 
by him at a fixed price, his compensation 
being based on the retention of the excess 
of such price over the amount at which 
the newspapers or magazines are charged 
to him, whether or not he is guaranteed 
a minimum amount of compensation for 
such service, or is entitled to be credited 
with the unsold newspapers or magazines 
turned back, and 

(2) Service described in section 1402 
(c) (4) performed by an Individual dur¬ 
ing taxable years for which a certificate 
filed in accordance with the provisions of 
i 1.1402 (e)-l is in effect See also para¬ 
graph <e> of this section. 

As to when on individua l is a n employee, 
see Regulations 128 (26 CFR (1939) Part 
408) and Subpart B of the Employment 
Tax Regulations (Part 31 of this chap¬ 
ter), both of which relate to the Federal 
Insurance Contributions Act 

(d) Individuals under Railroad Re¬ 
tirement System. The performance of 
service by an individual as an employee 
or employee representative as defined In 
section 3231 (b) and (c), respectively 
(see 55 31.3231 (b)-l and 31.3231 (0-1 
of this chapter), that is. an individual 
covered under the railroad retirement 
system, does not constitute a trade or 
business. 

<e) Ministers and members of reli¬ 
gious orders —(1) In general . For tax¬ 
able years ending before 1955, a duly 
ordained, commissioned, or licensed 
minister of a church or a member of a 
religious order is not engaged in earn ¬ 
ing on a trade or business with respect 
to service performed by him in the ex¬ 
ercise of his ministry or in the exercise 
of duties required by such order. How¬ 
ever. for taxable years ending after 1954. 
any Individual who is a duly ordained, 
commissioned, or licensed minister of a 
church or a member of a religious order 
(other than a member of a religious 
order who has taken u vow of poverty 
as a member of such order) may elect. 
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as provided in 9 1.1402 (e)-l, to have 
the Federal old-age and survivors in¬ 
surance system established by title n of 
the Social Security Act extended to serv¬ 
ice performed by him in his capacity 
as such a minister or member. If such 
a mlptstcr or a member of a religious 
order makes an election pursuant to 
9 1.1402 (e)-l. he is. with respect to 
service performed by him in such ca¬ 
pacity. engaged in carrying on a trade 
or business for each taxable year to 
which the election is effective. An elec¬ 
tion by a minister or member of a re¬ 
ligious order has no application to 
service performed by such minister or 
member which is not in the exercise of 
his ministry or in the exercise of duties 
required by such order. 

<2> Service by a minister in the exer¬ 
cise of his ministry . <l) A certificate of 
election filed by a duly ordained, com¬ 
missioned. or licensed minister of a 
church under the provisions of 9 1.1402 
<e>-l has application only to service 
performed by him in the exercise of his 
ministry. 

<ii> Except as provided In subpara¬ 
graph <3> <Ui) of this paragraph, service 
performed by a minister in the exercise 
of his ministry Includes the ministration 
of sacerdotal functions and the conduct 
of religious worship, and the control, 
conduct, and maintenance of religious 
organizations (including the religious, 
boards, societies, and other integral 
agencies of such organizations), under 
the authority of a religious body consti¬ 
tuting a church or church denomination. 
The following rules are applicable in de¬ 
termining whether services performed by 
a minister are perforated in the exercise 
of his ministry: 

<c> Whether service performed by a 
minister constitutes the conduct of re¬ 
ligious worship or the ministration of 
sacerdotal functions depends on the 
tenets and practices of the particular 
religious body constituting his church or 
church denomination. 

ib) Service performed by a minister in 
the control, conduct, and maintenance of 
a religious organization relates to direct¬ 
ing. managing, or promoting the activi¬ 
ties of such organization. Any religious 
organization Is deemed to be under the 
authority of a religious body constituting 
a church or church denomination if it is 
organized and dedicated to earn ing out 
the tenets and principles of a faith in 
accordance with either the requirements 
or sanctions governing the creation of 
Institutions of the faith. The term "re¬ 
ligious organization" has the same 
meaning and application as is given to 
the term for income tax purposes. 

(c ) </> If a minister is performing 
service in the conduct of religious wor¬ 
ship or the ministration of sacerdotal 
functions, such service is in the exercise 
of his ministry whether or not it is per¬ 
formed for a religious organization. 

iZ) The rule in (f) of this subdivision 
may be illustrated by the following 
example: 

Example. M. a duly ordained minister. Is 
mgaged to perform service as chaplain at 
N University. M devotee bla entire time to 
performing tots dunce as chaplain which In¬ 
clude the conduct of religious worship, 
offering spiritual counsel to the university 


students, and teaching a class In religion. 
M la performing service in the exercise of hia 
ministry. 

id) (1) If a minister is performing 
service for an organization which is oper¬ 
ated as an integral agency of a religious 
organization under the authority of a 
religious body constituting a church or 
church denomination, all service per¬ 
formed by the minister in the conduct 
of religious worship, in the ministration 
of sacerdotal functions, or in the control, 
conduct, and maintenance of such organ¬ 
ization is in the exercise of his ministry. 

<2> The rule In (1) of this subdivision 
may be illustrated by the following 
example: 

Example, M. a duly ordatned minister. Is 
engaged by the N Religious Board to serve 
as director of one of ita departments. He 
performs no other service. The N Religious 
Board Is an integral agency of O. a religious 
organization operating under the authority 
of a religious body constituting a church 
denomination. M is performing service in 
the exercise of his ministry. 

(e) (1) if a minister, pursuant to an 
assignment or designation by a religious 
body constituting his church, performs 
service for an organization which is 
neither a religious organization nor op¬ 
erated as an integral agency of a re¬ 
ligious organization, all service per¬ 
formed by him, even though such service 
may not involve the conduct of religious 
worship or the ministration of sacerdotal 
functions, is in the exercise of his min¬ 
istry. 

(2) The rule in (f) of this subdivision 
may be illustrated by the following ex¬ 
ample: 

Example. M. a duly ordained minuter. U 
aligned by X. the religion* body constituting 
his church, to perform advisory service to Y 
Company In connection with the publication 
of a book dealing with the history of Ms 
church denomination. Y U neither a reli¬ 
gious organization nor operated as an integral 
agency of a religious organization M per¬ 
forms no other service for X or Y. M la 
performing service in the exercise of hia 
ministry. 

<3) Service by a minister not in the 
exercise of his ministry . <i> A certificate 
filed by a duly ordained, commissioned, 
or licensed minister of a church under 
the provisions of 9 1.1402 (e>-l has no 
application to service performed by him 
which is not in the exercise of his 
ministry. 

ill) (a) If a minister is performing 
service for an organization which is 
neither a religious organization nor 
operated as an integral agency of a 
religious organization and the service is 
not performed pursuant to an assign¬ 
ment or designation by his ecclesiastical 
superiors, then only the service per¬ 
formed by him in the conduct of religious 
w orship or the ministration of sacerdotal 
functions is in the exercise of his min¬ 
istry. See, however, subdivision (ill) of 
this subparagraph. 

ib) The rule In (a) of this subdivision 
may be illustrated by the following 
example: 

Example. M. a duly ordained minister, la 
engaged by N University to teach history and 
mathematics. lie performs no othsr service 
for N although from time to time he per¬ 
forms marriages and conducts funerals for 


relatives and friends. N University Is 
neither a religious organization nor operated 
as an Integral agency of a religious organiza¬ 
tion. M Is not performing the service for 
N pursuant to sn assignment or designation 
by his ecclesiastical superiors. The service 
performed by M for N University Is not In 
the exercise of his ministry. However, serv¬ 
ice performed by M in performing marriages 
and conducting funerals is In the exercise of 
his ministry. 

<lii> Service performed by a duly or¬ 
dained. commissioned, or licensed min¬ 
ister of a church as an employee of the 
United States, or a State. Territory, or 
possession of the United States, or the 
District of Columbia, or a foreign gov¬ 
ernment. or a political subdivision of any 
of the foregoing, is not in the exercise 
of his ministry, even though such serv¬ 
ice may involve the ministration of 
sacerdotal functions or the conduct of 
religious worship. Thus, for example, 
service performed by an individual as 
a chaplain in the Armed Forces of the 
United States is considered to be per¬ 
formed by a commissioned officer in his 
capacity as such, and not by a minister 
in the exercise of his ministry. Simi¬ 
larly. service performed by an employee 
of a State as a chaplain in a State prison 
is considered to be performed by a civil 
servant of the State and not by a min¬ 
ister in the exercise of his ministry. 

<4) Service in the exercise of duties 
required by a religious order . A certifi¬ 
cate of election filed by a member of a 
religious order (other than a member of 
a religious order who has taken a vow 
of poverty as a member of such order) 
under the provisions of 9 1.1402 <e>-l 
has application to all duties required of 
him by such order. The nature or ex¬ 
tent of such service is immaterial so long 
as it is a service which he 1s directed or 
required to perform by his ecclesiastical 
superiors. 

it) Members of certain professions —• 
U) Taxable years ending before 19SS. 
For taxable years ending before 1055, an 
Individual is not engaged in carrying on 
a trade or business with respect to the 
performance of service in the exercise of 
his profession as a physician, lawyer, 
dentist, osteopath, veterinarian, chiro¬ 
practor. naturopath, optometrist, Chris¬ 
tian Science practitioner, architect, cer¬ 
tified public accountant, accountant 
registered or licensed as an accountant 
under State or municipal law, full-time 
practicing public accountant, funeral 
director, or professional engineer. 

(2) Taxable years ending after 1954. 
(i) Except as provided in subdivision Oi) 
of this subparagraph, tor taxable years 
ending after 1954 an individual is not en¬ 
gaged In carrying on a trade or business 
with respect to the performance of serv¬ 
ice in the exercise of his profession os a 
physician, lawyer, dentist, osteopath, 
veterinarian, chiropractor, naturopath, 
optometrist, or Christian Science 
practitioner. 

(ii) For taxable years ending after 
1954, a Christian 8cience practitioner 
may elect, ns provided in 9 1.1402 <e)-l. 
to have the Federal old-age and survivors 
insurance system established by title II 
of the Social Security Act extended to 
service performed by him in the exercise 
of his profession as a Christian Science 
practitioner. If an election is made pur- 
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suant to 5 1.1402 (e)-l, the Christian 
Science practitioner Is, with respect to 
the performance of service In the exer¬ 
cise of such profession, engaged in carry¬ 
ing on a trade or business for each tax¬ 
able year to which the election is 
effective. An election by a Christian 
Science practitioner has no application 
to service performed by him which Is not 
in the exercise of his profession as a 
Christian Science practitioner. 

(3) Legal requirements . The exclu¬ 
sions specified in subparagraphs (1) and 
<2> of this paragraph apply only if the 
individuals meet the legal requirements. 
If any, for practicing their professions in 
the place where they perform the serv¬ 
ice. Thus, an Individual who is not 
licensed as a veterinarian but who is pub¬ 
licly engaged in the practice of veteri¬ 
nary medicine in a jurisdiction which re¬ 
quires that an individual engaged in such 
practice be licensed is not within the 
exclusion. 

(4) Meaning of terms , The designa¬ 
tions in subparagraphs (1) and (2) of 
this paragraph are to be given their com¬ 
monly accepted meaning. Thus, the 
term “physician" means an individual 
who is legally qualified to practice medi¬ 
cine. and the term "lawyer" means an 
individual who is legally qualified to 
practice law. 

<6) Partnerships . In the case of a 
partnership engaged in the practice of 
any of the designated excluded profes¬ 
sions, the partnership shall not be con¬ 
sidered as carrying on a trade or busi¬ 
ness for the purpose of the tax on self- 
employment income, and none of the 
distributive shares of the income or loss, 
described in section 702 (a> (9), of such 
partnership shall be Included in comput¬ 
ing net earnings from self-employment 
of any member of the partnership. On 
the other hand, where a partnership is 
engaged in a trade or business not within 
any of the designated excluded profes¬ 
sions, each partner must Include his dis¬ 
tributive share of the income or loss, 
described In section 702 (a) (9), of such 
partnership in computing his net earn¬ 
ings from self-employment, irrespective 
of whether such partner is engaged in 
the practice of one or more of such pro¬ 
fessions and contributes his professional 
services to the partnership. 

5 1.1402 (d> Statutory provisions ; 
definitions; employee and wages. 

Sec. 1402. Definitions. • • • 

<d) employee and usages. The term -em¬ 
ployee*' and the term “wage*” xhalt have the 
•ame meaning as when used In chapter 21 
(sec. 3101 and following, relating to Federal 
Insurance Contributions Act). 

§ 1.1402 (d)-l Employee and wages. 
For the purpose of the tax on self-em¬ 
ployment income, the term "employee" 
and the term "wages" shall have the 
same meaning as when used in the Fed¬ 
eral Insurance Contributions Act. For 
an explanation of t hese terms, see Regu¬ 
lations 128 (26CFR (1939) Part 408) and 
Subpart B of the Employment Tax Regu¬ 
lations (Part 31 of this chapter). 

{ 1.1402 (e) Statutory provisions ; 
definitions; ministers , members of re- 
ligious orders , and Christian Science 
practitioners. 


8sc. 1402. Definitions. • • • 

(c) Ministers, members of religious or¬ 
der*. and Christian Science practitioners — 

(1) Walter certificate. Any individual who 
Is (A) a duly ordained, commissioned, or li¬ 
censed minister of a church or a member 
of a religious order (other than a member 
of a religious order who has taken a tow 
of poverty ns a member of such order) or 
(B) a Christian Science practitioner may 
file a certificate (In such form and manner, 
and with such official, as may be prescribed 
by regulations made under this chapter) cer¬ 
tifying that he elects to have the Insurance 
system established by title n of the 8oclal 
Security Act extended to service described 
in subsection (c) (4), or service described 
in subsection (©) (ft) insofar as it relates 
to the performance of service by an Indi¬ 
vidual in the exercise of his profession as 
a Christian Science practitioner, as the case 
may be. performed by him. 

(2) Time for filing certificate. Any Indi¬ 
vidual who desires to file a certificate pur¬ 
suant to paragraph (1) must file such cer¬ 
tificate on or before the due date of the 
return (including any extension thereof) for 
his second taxable year ending after 1954 for 
which he has net earnings from self-employ¬ 
ment (computed. In the case of an indi¬ 
vidual referred to In paragraph (1) (A), 
without regard to subeectlon (c) (4). and. 
in the case or an Individual referred to In 
paragraph (1) (B). without regard to sub¬ 
section <c) (5) Insofar as It relates to the 
performance of service by an individual In 
the exorcise of his profession as a Christian 
Science practitioner) of M00 or more, any 
part of which was derived from the per¬ 
formance of service described In subsection 
(o) (4). or from the performance of aervlce 
described In subsection (o) (5) Insofar as 
It relates to the performance of service by an 
individual In tho exercise of hla profession 
as a Christian Science practitioner, as tho 
case may be. 

(3) Effective date of certificate. A cer¬ 
tificate filed pursuant to this iratoectlon 
shall bo effective for the first taxable year 
with respect to which It is filed (but in no 
cate shall tho certificate be effective for a 
taxable year with respect to which the period 
for filing a return has expired, or for a tax¬ 
able your ending prior to 1955) and all suc¬ 
ceeding taxable years. An election mode 
pursuant to this subsection shall be Irrevo¬ 
cable. 

fSeo. 1402 (e) as added by sec. 201 (c) (3), 
Social Security Amendments 1954) 

5 1.1402 <e)-l Election by ministers , 
members of religious orders . and Chris- 
tian Science practitioners for self-em¬ 
ployment coverage —(a) In general. 
Any individual who is (1) a duly or¬ 
dained. commissioned, or licensed min¬ 
ister of a church or a member of a 
religious order (other than a member of 
a religious order who has taken a vow of 
poverty as a member of suth order) or 

(2) a Christian Science practitioner may 
elect to have the Federal old-age and 
survivors insurance system established 
by title II of the Social Security Act ex¬ 
tended to service performed by him In 
the exercise of his ministry or In the ex¬ 
ercise of duties required by such order, 
or in the exercise of his profession as a 
Christian Science practitioner, as the 
case may be. Such an election shall be 
made by filing a certificate on Form 2031 
in the manner provided in paragraph (b) 
of this section and within the time speci¬ 
fied in paragraph (c) of this section. If 
a minister or member to whom this para¬ 
graph has application, or a Christian 
Science practitioner, makes an election 


by filing Form 2031 such individual shall, 
for each taxable year to which the elec¬ 
tion is effective (see paragraph <d> of 
this section), be considered as carrying 
on a trade or business with respect to the 
performance of service In his capacity as 
such a minister,or member, or as a 
Christian Science practitioner, as the 
case may be. 

<b) Waiver certificate. <1> The cer¬ 
tificate on Form 2031 shall be filed in 
triplicate with the district director of 
internal revenue for the internal reve¬ 
nue district in which is located the legal 
residence or principal place of business 
of the individual who executed the cer¬ 
tificate. If such individual has no legal 
residence or principal place of business 
in the United States, Puerto Rico, or the 
Virgin Islands, such certificate shall bo 
filed with the District Director of In¬ 
ternal Revenue. Baltimore 2. Maryland. 
The certificate must be filed within the 
time prescribed In paragraph (c) of this 
section. If an individual to whom this 
section has application submits to a dis¬ 
trict director of Internal revenue a dated 
and signed statement indicating that 
he desires to have the Federal old-age 
and survivors insurance system estab¬ 
lished by title n of the Social Security 
Act extended to his services, such state¬ 
ment will be treated as a waiver certifi¬ 
cate. if filed within the time specified in 
paragraph (c) of this section, provided 
that without unnecessary delay such 
statement is supplemented by a properly 
executed Form 2031. 

(2) An application for a social se¬ 
curity account number filed on Form 
SS-5 or the filing of an income tax re¬ 
turn showing an amount representing 
self-employment Income or self-employ¬ 
ment tax shall not be construed to con¬ 
stitute an election referred to in para¬ 
graph (a) of this section. 

(c) Time limitation for filing waiver 
certificate. (1) (I) Any individual re¬ 
ferred to in paragraph (a) of this section 
who desires to have the Federal old-age 
and survivors insurance system estab¬ 
lished by title n of the Social Security 
Act extended to his services must file the 
waiver certificate (Form 2031) pre¬ 
scribed by paragraph (a) of this section 
on or before the due date of the income 
tax return (see section 6072), including 
any extension thereof (see section 6081), 
for his second taxable year ending after 
1954 for which he has net earnings from 
self-employment (computed as pre¬ 
scribed in subparagraph <3) of this par¬ 
agraph) of $400 or more, any part of 
which: 

(a) In the case of a duly ordained, 
commissioned, or licensed minister of 
a church, consists of remuneration for 
service performed in the exercise of his 
ministry. 

<b) In the case of a member of a re¬ 
ligious order who has not taken a vow 
of poverty os a member of such order, 
consists of remuneration for services per¬ 
formed in the exercise of duties required 
by such order. 

(c) In the case of a Christian Science 
practitioner, consists of remuneration 
for service performed in the exercise of 
his profession as a Christian Science 
practitioner. 
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Thus, a minister who performs service 
in the exercise of his ministry and who 
makes his income tax returns on the 
basis of a calendar year and has. for each 
of the calendar years 1955 and 1956, net 
earnings from self-employment of $400 
or more (computed as prescribed in sub- 
paragraph (3) of this paragraph), a 
portion of which was derived from such 
service, may not make an election with 
respect to his service as a minister after 
the due date (April 15. 1957) prescribed 
for niing his income tax return for 1956, 
or any extension thereof. If a minister, 
a member of a religious order, or a Chris¬ 
tian Science practloner receives remu¬ 
neration in a taxable year for sendee per¬ 
formed in such capacity and the deduc¬ 
tions allowed by chapter 1 of the Internal 
Revenue Code, which arc attributable 
to the portion of such remuneration 
which constitutes gross income, equal 
or exceed the amount of such gross in¬ 
come. no part of the net earnings from 
self-employment (computed rs pre¬ 
scribed in subparagraph (3) of this para¬ 
graph) for such taxable year shall be 
considered to consist of remuneration 
for such sendee. See, however, para¬ 
graph <d> of this section for provisions 
relating to the effective period of the 
waiver certificate. 

(U> The application of the rule set 
forth In subdivision (1> of this subpara¬ 
graph may be illustrated by the following 
examples: 

Example (I). IS. n licensed minister, ha* 
been employed u a toolmaker by the XYZ 
Corporation tor the taxable years 1955 and 
1056 and also engages in activities a a a min¬ 
ister on week-ends. M makes his Income tax 
returns on the basis of a calendar year. Dur¬ 
ing each of the taxable years 1955 and 1956. 
M received wages of $4,200 from the XYZ 
Corporation and derived $400 (all of which 
constituted net tamings from self-employ¬ 
ment computed as prescribed In subpara¬ 
graph (3) of this paragraph) from his activ¬ 
ities as a minister. In such case if M wishes 
to have the Federal old-age and survivors 
insurance system established by title II of 
the Social Security Act extended to his serv¬ 
ices as a minister, he must file the waiver 
certificate on or before the due date (April 
15. 1957) prescribed for filing his income tax 
return for 1956. or any extension thereof. A 
waiver certificate filed after such date will be 
invalid. 

Example (2). M was ordained as a min¬ 
ister In May 1956. During each of the tax¬ 
able years 1956 and 1956. M, who makes his 
income tax returns on a calendar year basis, 
derived net earnings In excess of MOO from 
his activities as a minister. M had net earn¬ 
ings of $350 for the taxable year 1957, 9200 of 
which was derived from service performed by 
him os a minister. If M wishes to have the 
Federal old-age and survivors insurance sys¬ 
tem established by title II of the Social 
Security Act extended to his service as a 
minister, he must file the waiver certificate 
on or before the due date (April 15. 1959) 
prescribed for filing his income tax return 
for 1958, or any extension thereof. 

(2) The right of an individual to file 
a waiver certificate shall cease from hi a 
death. Thus, the surviving spouse, ad¬ 
ministrator. or executor of a decedent 
shall not be permitted to file a waiver 
certificate for such decedent. 

(3) For the purpose of this paragraph, 
net earnings from self-employment shall 
be determined without regard to the 
fact that, without an election, the per¬ 
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formance of services by a duly ordained, 
commissioned, or licensed minister of a 
church in the exercise of his ministry, 
or by a member of a religious order in 
the exercise of duties required by such 
order, or the performance of service by 
an individual in the exercise of his pro¬ 
fession as a Christian Science practi¬ 
tioner, does not constitute a trade or 
business for purposes of the tax on self- 
employment income. 

<d) Effective date of waiver certificate. 

(1) A certificate on Form 2031 filed in 
accordance with the provisions of this 
section shall be effective for the first 
taxable year with respect to which it Is 
filed and all subsequent taxable years. 
A certificate must be made effective for 
either the first or second taxable year 
ending after 1954 in which the individual 
has net earnings from self-employment 
of $400 (determined as provided in para¬ 
graph (c) (3) of tills section) from serv¬ 
ice of the character with respect to which 
an election may be made. However, a 
certificate on Form 2031 may not be 
effective, even though filed within the 
time specified in paragraph (c) (1) of 
tills section, for any taxable year with 
respect to which the due date for filing 
the individual's income tax return (in¬ 
cluding any extension thereof) has ex¬ 
pired at the time such certificate is filed. 
Further, a certificate on Form 2031 may 
not be effective for any taxable year end¬ 
ing before 1955. In order for an election 
to be effective for the first or second tax¬ 
able year ending after 1954 in which the 
Individual has net earnings from self- 
employment (determined as provided In 
paragraph (c) (3) of this section) from 
service of the character with respect to 
which an election may be made, the 
certificate on Form 2031 must be filed on 
or before the due date for filing the in¬ 
come tax return of the individual for 
such first or second taxable year, or of 
any extension thereof. Thus, If an in¬ 
dividual makes his income tax returns on 
a calendar year basis and the due date of 
his return for the calendar year 1955 is 
April 15, 1956, a waiver certificate, to be 
effective for the calendar year 1955. must 
be filed on or before April 15. 1956. If 
such individual files a certificate after 
April 15, 1956, and before the due date 
of his income tax return for 1956, the 
first taxable year for which the certifi¬ 
cate may be effective is the calendar year 
1956. 

(2) If an individual makes an election 
to become effective beginning with re¬ 
spect to any taxable year, such election 
shall be effective with respect to such 
taxable year unless the individual, on or 
before the due date for filing the income 
tax return for such taxable year, files, 
with the district director of internal 
revenue with whom the certificate on 
Form 2031 was filed, a written notice of 
his desire to withdraw the certificate. In 
the absence of a withdrawal of a certifi¬ 
cate on of before the due date for filing 
the Income tax return for the taxable 
year, the election shall be effective with 
respect to such taxable year and all sub¬ 
sequent taxable years provided all the 
provisions of this section are met. 

(3) A certificate filed and intended to 
be effective for a particular taxable year 
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which for any reason is Ineffective for 
such taxable year shall become effective 
with respect to the next succeeding tax¬ 
able year provided the requirements of 
paragraph (c) of this section are met 
with respect to such taxable year. 

(4) An election made in accordance 
with the provisions of this section is ir¬ 
revocable. 

ft 1.1403 Statutory provisions: mlsccl - 
laneous provisions . 

Sec. 1403. Miscellaneous provisions —(a) 
Title of chapter . Thl* chapter may be cited 
an the “8ciX-Emp)oyment Contribution* Act 
of 1954 M . 

(b) Cross references . (1) For provision* 
relating to returns, see section 0017. 

(2) For provisions relating to collection of 
taxes In Virgin Islands and Puerto Rico, see 
section 7651. 

ft 1.1403-1 Cross references. For pro¬ 
visions relating to the requirement for 
filing returns with respect to net earnings 
from self-employment, see f 1.6017-1* 
For other administrative provisions re¬ 
lating to the tax on self-employment in¬ 
come. see the applicable sections of the 
regulations in this part (ft 1.6001-1 et 
seq.) and the applicable sections of tho 
regulations on procedure and adminis¬ 
tration (Part 301 of this chapter). 

|P. R. Doc. 56-1069: Filed, Feb. 9. 1956; 

6:49 a. m.| 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
C 7 CFR Parts 904, 934, 996, 999 ) 

lDocket Nos. A0 14-A24. AO 83-A20, AO- 
203-A6. AO-204-A6 J 

Milk in Greater Boston, Merrimack 
Valley, Springfield, and Worcester, 
Mass.. Marketing Areas 

NOTICE or HEARING ON PROPOSED AMEND¬ 
MENTS TO TENTATIVELY APPROVED MAR¬ 
KETING AGREEMENTS AND TO ORDERS NOW 
IN EFFECT, REGULATING HANDLING 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U. S. C. 601 ct seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders <7 CFR Part 900>. notice is hereby 
given of the opening of a public hearing 
to be held in Court Room No. 4. 12th 
Floor, Federal Building, Post Office 
Square, Boston, Massachusetts, begin¬ 
ning at 9:30 a. m., e. s. t.. February 28, 
1956, for the purpose of receiving evi¬ 
dence with respect to proposed amend¬ 
ments hereinafter set forth, or appro¬ 
priate modifications thereof, to the 
tentative marketing agreements hereto¬ 
fore approved by the Secretary of Agri¬ 
culture, and to the orders, now in effect, 
regulating the handling of milk In the 
Greater Boston, Merrimack Valley, 
Springfield, and Worcester, Massachu¬ 
setts. marketing areas. These proposed 
amendments have not received the ap¬ 
proval of the Secretary of Agriculture. 

The following proposals have been 
made by the Dairy Division: 

1. Consider whether the basis of soil¬ 
ing country plants and the Class I and 
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blended price zone differential* should 
be revised. 

2. Revise the basis for arriving at the 
New England adjustment percentage of 
per capita disposable income in com¬ 
puting the New England basic Class I 
price. 

3. Make such other changes as may 
be required to make the marketing agree¬ 
ments and orders in their entirety con¬ 
form with any amendment thereto that 
may result from this hearing. 

With reference to proposal No. 1. the 
entire matter of zoning and zone differ¬ 
entials In the four markets will be open 
for discussion. In this connection, at¬ 
tention is directed to the fact that In 
his decision of September 13. 1955. on 
this subject, the Secretary stated that 
more information was needed, and sug¬ 
gested that all segments of the Industry 
cooperate in an effort to develop the best 
possible procedure for determining mile¬ 
age distances in the zoning of country 
plants and to reflect generally in the 
zone differentials the actual differences 
in costs of transportation from the vari¬ 
ous locations. Since that time, a com¬ 
mittee representing the industry has 
completed such a cooperative effort. 

This hearing Is being conducted as a 
new hearing and Interested parties are 
advised that a decision on the matters 
under consideration will be made solely 
on the basis of the evidence of record 
at this hearing and evidence given at the 
April-May 1955 hearing will not be con¬ 
sidered in arriving at this decision. 

Copies of this notice of hearing and 
of the orders bs now in effect may be 
procured from the respective market 
administrators: Room 403. 230 Congress 
Street. Boston 10. Massachusetts: Na¬ 
tional Bank Building. 25 Argyle Street, 
Shawsheen Village. Andover. Massachu¬ 
setts; Room 005, 145 State Street. 
Springfield. Massachusetts; Room 403, 
107 Front Street, Worcester. Massachu¬ 
setts; or from the Hearing Clerk, Room 
112. Administration Building. United 
States Department of Agriculture, 
Washington 25, D. C., or may be there 
inspected. 

Issued at Washington, D. C., this 7th 
day of February 1958. 

(seal! Roy W. Lennartson. 

Deputy Administrator . 

IF. R. Doc, 56-1069: Filed. Feb. 9. 1936; 

8:48 a. m.J 
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Milk in Upstate Michigan Marketing 
Area 

NOTICE or RECOMMENDED DECISION AND 
OPPORTUNITY TO TILE WRITTEN EXCEP¬ 
TIONS WITH RESPECT TO PROPOSED 
AMENDMENTS TO TENTATIVE MARKETING 
AGREEMENT AND TO ORDER REGULATING 
HANDLING 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937. as amended (7 U. a C. 601 et seq.>, 
and the applicable rules of practice and 
procedure, as amended, governing the 
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formulation of marketing agreements 
and marketing orders (7 CFR Part 900), 
notice is hereby given of the filing with 
the Hearing Clerk of the recommended 
decision of the Deputy Administrator, 
Agricultural Marketing Service. United 
States Department of Agriculture, with 
respect to a proposed marketing agree¬ 
ment and a proposed order amending the 
order regulating the handling of milk in 
the Upstate Michigan marketing area. 
Interested parties may file written ex¬ 
ceptions to this decision with the Hear¬ 
ing Clerk, United States Department of 
Agriculture, Washington 25. D. C., not 
later than the close of business on the 
5th day after publication of this decision 
in the Federal Register. Exceptions 
should be filed in quadruplicate. 

Preliminary statement . The hearing 
on the record of which the proposed 
marketing agreement and order were 
formulated was conducted at Traverse 
City. Michigan, beginning January 19, 
1956, pursuant to notice thereof which 
was issued on January 14, 1956 (21 
F. R. 301). 

The material issue of record related 
to whether the order should be amended 
to provide for an adjustment equitably 
to apportion the total value of milk pur¬ 
chased by any handler among producers 
and associations of producers on the basis 
of their marketing of milk during a rep¬ 
resentative period of time. 

Findings and conclusions. The follow¬ 
ing findings and conclusions on the ma¬ 
terial issue are based upon evidence in 
the record: 

The producers proposed that each 
handler's sales proceeds should be equi¬ 
tably apportioned among all the dairy 
farmers who supplied milk to such han¬ 
dler's plant during the month of Novem¬ 
ber. November 1955 was the first month 
that the pricing and payment provisions 
of the order were in effect and is also 
the usual month of low r est production. 
Dairy fanners who had supplied the 
milk to a handler during November, but 
whose milk was rejected by such handler 
arbitrarily during part or all of some 
succeeding month would be considered 
"associated producers'* with respect to 
the rejected milk. The usual outlet for 
any associated producer milk would be to 
sell it to manufacturing plants in the 
area at prices approximating the Class II 
price under the order. It was proposed 
that this quantity of milk be included 
in the handler's blend price computation 
and that the handler then be obligated 
to pay to the market administrator for 
transmittal to the associated producers 
an amount equal to the difference be¬ 
tween his adjusted blend price and the 
Class n price. The net effect of this 
proposal would be that the total amount 
of handler's obligation for milk at Class 
II prices would remain unchanged. How¬ 
ever. the uniform price payable to those 
producers whose milk was received at 
the handler’s plant would be reduced. 
The reduction in value would be paid 
to the associated producers. If the asso¬ 
ciated producer were able to obtain 
exactly the Class n price for the milk 
he necessarily sold to manufacturing 
plants, such value, plus the additional 
payment received from the handler. 


would yield him returns exactly equal to 
the handler's uniform price. 

Producers maintained that the basic 
need for such an amendment was that 
handlers were following a practice of 
indiscriminately refusing to accept milk 
from producers who had heretofore con¬ 
stituted a regular and necessary part of 
the handler's milk supply. In several 
plants in the area most or all of the pro¬ 
ducers' milk is not taken on Sunday. 
The plants do not operate their bottling 
facilities on that day and prefer to avoid 
receiving milk whenever possible. In 
addition, the plant operators have made 
a practice of rejecting such quantities of 
milk as are not needed for bottling pur¬ 
poses on any particular day. At some 
plants the rejected milk is most fre¬ 
quently that delivered by producers who 
are members of the principal producers' 
cooperative association. At other plants 
the milk of nonmember producers is also 
rejected. The rejections arc commonly 
accomplished without prior notice to the 
producers or their cooperative associa¬ 
tion. The result is that these producers 
receive only a manufacturing price for 
the rejected milk while those producers 
whose milk is accepted each day receive 
the handler's blend price on all their 
milk. This blend price, in turn, is kept 
very nearly equal to the Class I price by 
the practice of accepting only such quan¬ 
tities of milk ns are needed for bottling 
purposes. Obviously, those shippers who 
are kept on the payroll receive much 
higher returns than those whose milk 
is rejected. 

The cooperative association which rep¬ 
resents the majority of the producers 
supplying milk to the market Is ad¬ 
versely affected by these practices. Be¬ 
fore the order, the cooperative had 
negotiated arrangements with several of 
the handlers under which the associa¬ 
tion operated the farm pickup routes and 
delivered to the handlers' plants each 
day only such quantities as the handlers 
desired. The remainder of the milk was 
trucked by the association to a manu¬ 
facturing plant At the close of each 
month a blend price was computed which 
included the total receipts of member 
and nonmember milk, including such 
quantities as were regularly assigned 
to the plant yet not utilized on a par¬ 
ticular day, but trucked to a manufac¬ 
turing plant The resulting price was 
then paid uniformly to members and 
nonmembers. Under the order, handlers 
have refused to accept responsibility for 
pooling any milk not actually used in 
their own plant The cooperative asso¬ 
ciation has thus. In practice, become re¬ 
sponsible for virtually all of the manu¬ 
facturing milk since it is obligated to 
market its members' entire output, while 
nonmembers, all or most of whose milk 
Is accepted by the handler throughout 
the month, receive the higher blend 
price. 

These practices are obviously disrup¬ 
tive to orderly marketing procedures. 
The rejection of milk is arbitrary and 
capricious, and results in a wide varia¬ 
tion of returns between producers who 
are equally willing and able to supply 
the fluid milk needs of the market. 

Such practices arc also inefficient. 
Usually producers must make sizable in- 
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vestments in converting from manufac¬ 
turing grade milk to the production of 
milk for fluid use. A study by Michigan 
State University showed that the addi¬ 
tional cost in 1953 of conversion to fluid 
milk production by Michigan producers, 
some of whom were located in counties 
which supply the Upstate market, was 
$1,201 per farm, or $88 per cow. With 
investments of this order of magnitude, 
it is obvious that handlers should not 
force producers off the market during 
months of flush production and then at¬ 
tempt to And replacements during the 
next season of low production. The Class 
I prices were established on the basis that 
producers could normally count on a 
steady market for their fluid milk over a 
long period during which they could 
amortize the extra costs involved. The 
Class I price would have to be extremely 
high in a few months each year in order 
to reimburse producers for such invest¬ 
ments. if they are allowed to share In the 
Class I price for only a short period of 
time. 

It is concluded that the order should 
be amended to provide for the sharing 
of returns among the regular and the 
associated producers along the general 
lines proposed by the producers. 

One additional change, however, 
should be made in the order to provide 
for another means of achieving the de¬ 
sired objective. Handlers should be spe¬ 
cifically permitted to divert milk as pro¬ 
ducer milk to a non-pool plant for manu¬ 
facturing uses, while retaining account¬ 
ability for such milk at the Class II price 
instead of rejecting the milk and having 
it take the status of associated producer 
milk. Under such diversion privilege, a 
handler can continue to receive in his 
plant only such quantities as are needed 
for bottling purposes, divert the remain¬ 
der to a manufacturing plant for his own 
account, have the diverted milk Included 
in the computation of his own uniform 
prices, and make full payment to all his 
regular producers. If handlers will avail 
themselves of the diversion privilege, 
there will be no need to utilize the less 
direct reporting and payment procedures 
embodied in the provisions relating to 
associated producers. 

November Is usually the month of low¬ 
est production in this area. However, the 
upstate Michigan area has an unusual 
peak of demand In July and August. The 
number of vacationers in this area is so 
great that some handlers do more than 
twice as much business in these months 
as in other months of the year. The find¬ 
ings and recommendations of a 1950 
study by Michigan State University with 
respect to the supply of the extra milk 
needed during these months have largely 
been borne out in practice. Seasonal 
excess supplies arc readily available from 
downstate markets and are made avail¬ 
able to the upstate area as bulk supple¬ 
mental milk and as packaged milk which 
is either distributed directly by the down- 
state handlers or Jobbed through upstate 
handlers. By and large, the upstate 
handlers carry only enough milk from 
their regular producers to supply their 
requirements In the other months and 
do not attempt to take on sufficient sup¬ 
plies for their July and August require- 
No.28-5 


ments. It Is concluded, therefore, that 
November should be chosen as the rep¬ 
resentative month for determining which 
producers are regularly associated with 
a particular handler and thereby entitled 
to share proportionately with other pro¬ 
ducers in such handler’s sales proceeds. 

It appears from the evidence of record 
that the producers supplying the market 
In November 1955 are clearly assignable 
to particular handlers. At many plants 
the producers were listed on the han¬ 
dler’s payroll report submitted to the 
market administrator. At plants sup¬ 
plied wholly or in large part by the 
cooperative association, the member pay¬ 
roll is maintained by the association 
rather than by the individual handler. 
However, most of the shippers were 
originally signed on by the handlers. 
The original contact and considerable 
subsequent field work was commonly 
performed by employees of the handlers. 
In view of this relationship, the member 
shippers were “assigned” to the handlers 
by the association, and the form pickup 
routes assigned to a particular handler 
are also identified by con number 
designation. 

Any milk from such a producer which 
is rejected by the handler at any subse¬ 
quent time and sold for manufacturing 
purposes would be defined as “associated 
producer milk” and the dairy farmer 
making the delivery would be defined as 
an “associated producer” with respect to 
such milk. The associated producer 
would have to maintain his health ap¬ 
proval; milk rejected by any duly con¬ 
stituted health authority for sanitary 
reasons would not qualify as associated 
producer milk. Since the handlers com¬ 
monly reject milk without prior notice 
to the individual shipper, the rejected 
milk should automatically have status as 
associated producer milk during the 
month In w r hich it is first rejected. 
Thereafter, however, the individual ship¬ 
per should make a formal offer of such 
milk to the handler. This should take 
the form of a certificate to be mailed to 
the market administrator stating that 
the producer is ready and willing to de¬ 
liver his milk to the same handler's plant 
at which it was received in the preceding 
November. Such certificate should be 
furnished to the market administrator 
on or before the first day of the month 
following the first month in which any 
milk was rejected. The market adminis¬ 
trator should then furnish each handler 
as promptly as possible, but not later 
than the 8th day of the delivery month, 
a Ust of the names and addresses of dairy 
farmers making such offer. The require¬ 
ment that the rejected milk be sold for 
manufacturing purposes serves two func¬ 
tions. It removes any Incentive for a 
producer to deny his milk to a handler 
while selling it to some other fluid outlet. 
It also allows opportunity for reassign¬ 
ment of producers between handlers 
without the handler who received the 
milk in November remaining obligated 
for it as associated producer milk. 

The quantities of rejected milk which 
qualify as associated producer milk will 
be determined after the close of each 
month. The first step in this process is 
that the associated producer should no¬ 


tify the market administrator by the 5th 
day of the following month the quantity 
of milk delivered by him. By such date 
he will have a tally of his dally weight 
slips or other similar evidence of the 
quantity shipped and the average butter- 
fat test. These quantities will be used 
by the market administrator, in conjunc¬ 
tion with the handler's report of receipts 
and utilization, in order to compute the 
handler’s uniform price. After comput¬ 
ing the handler’s uniform price, inclusive 
of the associated producer milk, the mar¬ 
ket administrator will add to his usual 
notice, which is sent to the handler on or 
before the 12th day after the end of the 
delivery month, the amount payable to 
the market administrator for transmit¬ 
tal to the associated producers. 

The associated producer milk is in¬ 
cluded in the handler's blend price com¬ 
putation at the Class n price since this 
is the probable utilization of the milk If 
it had been accounted for by the han¬ 
dler. The producer location adjustments 
and producer butterfat differential would 
be applied to the associated producer 
milk in exactly the same fashion as if it 
had been accounted for as producer milk 
by the handler. The handler’s obliga¬ 
tion on the associated producer milk 
would be the difference between its value 
at the handler’s adjusted uniform price 
and Its value at the Class H price. It 
will be noted that since the associated 
producer milk is included in the han¬ 
dler’s utilization value at the Class II 
price, and subtracted out of his payments 
to associated producers at the same Class 
II price, the handler's total obligation 
for milk is not changed; only the dis¬ 
tribution of the total amount among 
producers and associated producers is 
altered. 

The handler should be obligated to 
remit the value of the associated pro¬ 
ducer milk to the market administrator 
by the 15th day after the end of the 
delivery month. These funds will be 
deposited by the market administrator in 
a separate account and paid to pro¬ 
ducers on or before the 25th day after 
the delivery month. By such date the 
market administrator will have received 
from producers actual payment state¬ 
ments or other acceptable evidence of 
the quantity and butterfat test, and the 
price received for the milk sold by the 
produce* for manufacturing purposes. 
Such statements are required to be fur¬ 
nished to the market administrator by 
the associated producer on or before the 
20th day following the delivery month. 

It is clear that the market adminis¬ 
trator will incur as much, if not more, 
expense in accounting for the associated 
producer milk as he will in connection 
with the producer milk. The same rate 
of assessment should, therefore, be 
levied on the associated producer milk 
and it should be paid by the handler to 
whom the milk is assigned. 

It was also proposed that the market¬ 
ing service charge be levied by the mar¬ 
ket administrator on this milk to provide 
for check-testing, information, and sim¬ 
ilar services, and that the corresponding 
authorized deductions be allowed on as¬ 
sociated produced milk produced by 
members of cooperative associations. 
However, since the milk is actually sold 
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to non-pool manufacturing plants, the 
market administrator has no authoriza¬ 
tion to enter such plants to perform the 
specified services. It is concluded, there¬ 
fore. that the marketing service charge 
should not be deducted from the pay¬ 
ments made for associated producer 
milk. 

Producers raised another problem 
which may have a bearing on the extent 
to which the provisions relating to asso¬ 
ciated producers are utilized in com¬ 
parison with the provisions for diverting 
milk for the handler’s account. Pur¬ 
suant to ft 916.70 cb) of the order pay¬ 
ments to cooperative associations on 
behalf of member producers are due on 
the 15th day of the month following de¬ 
livery of the milk. Handlers are obli¬ 
gated to furnish to the association on 
the same date the related data on 
weights, tests, number of days of ship¬ 
ment, and deductions for supplies. 
These latter data include the same 
Information which the handlers have 
commonly furnished to the market ad¬ 
ministrator for nonmember producers, 
along with their reports of receipts and 
utilization, and which the handlers had 
previously furnished to the cooperative 
association within a few days after the 
close of each month. It Is concluded 
that the supplementary information 
should be required to be furnished to 
cooperative associations not later than 
the 10th day of the month following de¬ 
livery. This will provide the associa¬ 
tion time to prepare its payroll and be 
in a position to pay members promptly 
upon receipt of funds from the handlers 
on the 15th. 

General findings, (a) The proposed 
marketing agreement and the order, as 
hereby proposed to be amended, and 
ail of the terms and conditions thereof, 
will tend to effectuate the declared pol¬ 
icy of the act; 

<b> The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
act are not reasonable in view of the 
price of feeds, available supplies of feed 
and other economic conditions which af¬ 
fect market supply of and demand for 
milk in the marketing area, and the 
minimum prices specified in the proposed 
marketing agreement and order are such 
prices as will reflect the aforesaid fac¬ 
tors, Insure a sufficient quantity of pure 
and wholesome milk, and be in the public 
interest: 

<c> The proposed marketing agree¬ 
ment and order will regulate the han¬ 
dling of milk in the same manner as, 
and will be applicable only to persons 
in the respective classes of industrial and 
commercial activity specified in a pro¬ 
posed marketing agreement and order 
upon which a hearing has been held: and 

(d) It is hereby found that the neces¬ 
sary expenses of the market adminis¬ 
trator for the maintenance and func¬ 
tioning of such agency will require the 
payment by each handler, as his pro rata 
share of such expense 5 cents per hun¬ 
dredweight. or such amount not exceed¬ 
ing 5 cents per hundredweight as the 
Secretary may prescribe, with respect to 
«a > all receipts within the month of milk 
from producers, including milk of such 
handler’s own production, (b) associated 
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producer milk, and <c> any other source 
milk allocated to Class I. 

Rulings. Briefs were filed on behalf 
of interested parties. The proposed 
findings and conclusions and the argu¬ 
ments contained in these briefs were 
considered in making the findings and 
reaching the conclusions in this decision. 
To the extent that any proposed findings 
and conclusions in the briefs are at vari¬ 
ance with the findings and conclusions of 
this decision, such proposed findings and 
conclusions are denied for the reasons 
set forth in support of the findings and 
conclusions of this decision on the issue 
to which the proposed findings and con¬ 
clusions related. 

Rcconnncndcd marketing agreement 
and order. The following amendments 
to the order are recommended as the 
detailed and appropriate means by which 
the foregoing conclusions may be car¬ 
ried out. The recommended marketing 
agreement is not included in this deci¬ 
sion because the regulatory provisions 
thereof would be identical with those 
contained in the order as proposed to 
be further amended: 

1. In ft 916.8 following the words, •’di¬ 
verted from such plant for the account 
of a”, insert the words: "handler or for 
the account of a”. 

2. Add a ft 916.14 as follows: 

ft 916.14 Associated producer. "Asso¬ 
ciated producer” means a person who. 
with respect to any milk not accepted at 
or accounted for by a handler at a fluid 
milk plant in any month, meets all of 
the following qualifications: 

<a) Produces milk in conformity with 
the sanitation requirements of any duly 
constituted health authority relating to 
milk for consumption in the area in the 
form of a fluid milk product: 

(b) Delivered milk during the pre¬ 
ceding November which milk was re¬ 
ceived at or diverted from a fluid milk 
plant; and 

(c) Certifies in writing to the market 
administrator, on or before the first day 
of any month following the first month in 
which any of his milk is not accepted at 
or accounted for by a handler at a fluid 
milk plant, that he is ready and willing 
to deliver his milk to such fluid milk 
plant, and does so perform in response 
to appropriate request from the handler 
through the market administrator. 

3. Add a 5 916.15 as follows: 

$ 916.15 Associated producer milk. 
•'Associated producer milk” means that 
portion of the milk produced by one or 
more associated producers which is not 
accepted at or accounted for by a handler 
at a fluid milk plant and which milk is 
sold for manufacturing purposes. 

4. Add a ft 916.22 (j) as follows: 

(J) On or before the 8th day of the 
delivery month, furnish to each handler 
operating a fluid milk plant the names 
nnd addresses of any associated pro¬ 
ducers who have declared their will¬ 
ingness to deliver milk to such plant 
pursuant to ft 916.14. 

5. Add a ft 916.22 <k> as follows: 

(k) On or before the 12th day follow¬ 
ing the delivery month notify each han¬ 


dler of the quantity and butterfat test of 
associated producer milk assigned to 
such handler and the amount to be re¬ 
mitted to the market administrator 
therefor pursuant to ft 916.70 (c). 

6. Add a l 916.31 <c) as follows: 

(c) Each associated producer shall 
submit to the market administrator (1) 
on or before the 5th day following the 
delivery month, a statement of the quan¬ 
tity nnd butterfat test of his milk sold for 
manufacturing purposes, and (2) on or 
before the 20th day following such de¬ 
livery month, payment statements, 
weight slips, or other acceptable evidence 
to verify the quantity and butterfat test 
of milk sold for manufacturing purposes. 

7. Change ft 916.61 to read as follows: 

ft 916.61 Computation of uniform 
price. For such month the market ad¬ 
ministrator shall compute for each 
handler a ‘'uniform price” per hundred¬ 
weight of producer milk of 3.5 percent 
butterfat content delivered to plants lo¬ 
cated in the marketing area, as follows: 

<a> To the value computed pursuant 
to ft 916.60 add an amount equal to the 
total value of the location differentials 
computed pursuant to ft 916.72; 

<b) Add the value, at the Class II 
price, of the quantity of associated pro¬ 
ducer milk reported pursuant to ft 916.31 
(c) cl): 

(c) Subtract from the value of milk 
computed for such handler pursuant to 
ft 916.60 and paragraph <b) of this sec¬ 
tion. if the weighted average butterfat 
test of all milk represented by such value 
is greater than 3.5 percent or add. if the 
weighted average butterfat test of such 
milk is less than 3.5 percent, an amount 
computed by multiplying the total 
pounds of butterfat represented by the 
difference of such weighted average 
butterfat test from 3.5 percent, by the 
butterfat differential computed pursuant 
to ft 916.71 multiplied by 10; 

id) Adjust the resulting amount by 
the sum of money used in adjusting the 
uniform price, pursuant to paragraph 
<f) of this section for the previous month 
to the nearest cent; 

(e) Divide the result by the total hun¬ 
dredweight of <1) the producer milk 
represented by the amounts computed 
pursuant to ft 916.60, and (2) the asso¬ 
ciated producer milk specified In para¬ 
graph lb) of this section: 

<f)*Adjust the resulting figure to the 
nearest cent. 

8. Add a ft 916.62 <d) as follows; 

id) The amounts to be paid to the 
market administrator for associated pro¬ 
ducer milk pursuant to ft 916.70 <c). 

9. In ft 916.70 <b) (1> change the 
phrase “and submit to the cooperative 
association written information" to 
read "and submit to the cooperative as¬ 
sociation. on or before the 10th day of 
each month, written information". 

10. Add a ft 916.70 (c) as follows: 

(c) Payments for associated producer 
milk. (1) On or before the 15th day 
after the end of each month each handler 
having associated producer milk shall 
remit to the market administrator for 
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payment to associated producers, an 
amount computed by multiplying the 
quantity of associated producer milk de¬ 
termined pursuant to 5 916.22 (k) by the 
difference between such handler’s uni¬ 
form price as determined pursuant to 
g 916.61 and the Class n price determined 
pursuant to g 916.52. 

<2) Such amounts shall be maintained 
by the market administrator in a sepa¬ 
rate fund out of which he shall, on or 
before the 25th day after the end of each 
delivery month, make payments to as¬ 
sociated producers on the basis of the 
verifiable quantity records submitted by 
them pursuant to g 916.31 (c) (2). 

11. Revise g 916.72 to read as follows: 

g 916.72 Producer location adjust - 
ments . In making payments to pro¬ 
ducers. to cooperative associations or to 
the market administrator on behalf of 
associated producers pursuant to $ 916.70 
a handler may deduct, with respect to 
all milk received by him from producers 
or assigned as associated producer milk 
at a plant located by shortest highway 
distance as determined by the market 
administrator, more than 90 miles from 
the court house in either Gaylord or 
Traverse City the amount per hundred¬ 
weight applicable to the plant as set 
forth in g 916.54. 

12. Revise g 916.73 to read as follows: 

g 916.73 Expense of administration. 
As his pro rata share of the expense of 
administration of this part, each han¬ 
dler shall pay to the market administra¬ 
tor on or before the 13th day after the 
end of each month 5 cents per hundred¬ 
weight, or such amount not exceeding 5 
cents per hundredweight as the Secre¬ 
tary may prescribe, with respect to (a) 
all receipts within the month of milk 
from producers, including milk of such 
handler's own production, <b> associated 
producer milk, and (c) any other source 
milk allocated to Class I pursuant to 
g$ 916.46 and 916.47. 

Filed at Washington, D. C., this 7th 
day of February 1956. 

[seal] Rot W. Lennartson, 

Deputy Administrator. 

IF. R. Doc. 56-1068: Filed, Feb. 9. 1956; 
8:48 a. m.j 
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Milk in Detroit, Mich., Marketing Area 

NOTICE or HEARING WITH RESPECT TO 
. PROPOSED AMENDMENTS TO TENTATIVE 
MARKETING AGREEMENT, AND TO ORDER AS 
AMENDED 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937. os amended (7 V. S. C. 601 et seq.) t 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900), notice is hereby 
given of a public hearing to be held at the 
Park-Shelton Hotel Woodward and 
Kirby Streets, Detroit, Michigan, begin¬ 
ning at 10:00 a. m., e. s. t., February 28, 


1956. for the purpose of receiving 
evidence with respect to proposed 
amendments hereinafter set forth or ap¬ 
propriate modification thereof, to the 
tentative marketing agreement as here¬ 
tofore approved by the Secretary of Agri¬ 
culture and to the order, as amended, 
regulating the handling of milk in the 
Detroit. Michigan, marketing area (7 
CFR, 924.0 et seq.). 

The proposals relating to the enlarge¬ 
ment of the Detroit marketing area raise 
the Issue as to whether the provisions of 
the present order would tend to effectuate 
the declared policy of the Act if applied 
to the marketing area as proposed to be 
extended and. if not. what modifications 
of the provisions of the order, as 
amended, should be made to effectuate 
the declared policy of the act. 

Proposal number 3 refers to the stand¬ 
ards under which supply plants may 
qualify as pool plants and proposal num¬ 
ber 4 refers to the computation and op¬ 
eration of the call percentage which 
is a part of such standards. Any con¬ 
sideration of changed in these provisions 
may involve corresponding changes in 
the standards under which distributing 
plants may qualify as pool plants. Ac¬ 
cordingly. the hearing will be open to 
the consideration of all portions of the 
definition of pool plant, the call per¬ 
centage. and to such corollary provisions 
as the definitions of handier, producer, 
producer milk and other source milk, 
and the reporting, classification, pricing 
and payment provisions relating thereto. 

By James Warner Dairy Inc.: 

1. Inclusion of < Under Order 924). 

(a) All of Washtenaw County. 

(b) Townships of Milan. London and 
Exeter in Monroe County. 

(c) Townships of Brighton. Milford. 
Green Oak and Lyon in Livingston 
County. 

By Ira Wilson & Sons Dairy Co.: 

2. Inclusion (Under Order 924vof the 
balance of townships not now included 
in the Detroit Market Area. In Macomb 
County, namely Bruce, Armada, Rich¬ 
mond. Washington. Roy, Lenox. Shelby 
and Macomb. Also Oxford. Leonard, 
Orion and Oakland Townships in Oak¬ 
land County. 

By Lansing Dairy Company: 

3. Delete the first paragraph of 
5 924.16 <b) and substitute therefor the 
following: 

(b) Any plant, hereinafter referred to 
as a "supply plant”, which is approved 
by the Department of Health of the City 
of Detroit. Ann Arbor, Pontiac, or Port 
Huron, or of Wayne County, and which 
meets the following conditions: 

(1) The plant ships to a distributing 
plant(s) during the month not less than 
25 percent of its dairy farm supply of 
milk, less any milk disposed of from the 
plant as Class I other than transfers to 
other handlers: Provided . That any sup¬ 
ply plant which has shipped to a dis¬ 
tributing plant (s) the required per¬ 
centage of its dairy farm supply during 
each of the months of November 1955 
through January 1956. and. In subsequent 
years, during each of the months of 
October through January, shall be a 
pool plant for each of the following 
months of February through September. 


(2) For each month for which a call 
percentage Is announced pursuant u> 
i 924.17, the plant gives notice to the 
market administrator In writing that it 
is offering to ship to any distributing 
piant(s) not less than such percentage 
of its dairy farm supply of milk as is 
equal to the difference between the call 
percentage for the month and the per¬ 
centage requirement, if any, under sub- 
paragraph <1) of this paragraph: Pro¬ 
vided, That (1) said notice shall contain 
at least the following information: Tho 
specific days on which the milk will be 
available: the amount of milk available 
on each of such days with the butterfat 
content thereof, and if such plant in¬ 
tends to offer its entire supply of milk for 
a particular day, the offer shall so state: 
and the price to be charged for the milk 
offered and the terms of sale: (11) only 
those amounts of milk offered for sale on 
days that are at least 7 full days after 
the date on which said notice is post¬ 
marked shall be included in computing 
the total amount offered for the delivery 
period: (ill) only such amount of milk 
offered by said notice on any day shall be 
credited to the offer as is not in excess of 
the amount of milk received from pro¬ 
ducers on said day. Upon receipt of said 
notice the market administrator shall 
make the offer and terms thereof public 
by transmitting the same to all handlers 
not later than one business day after 
receiving the notice. Any handler who 
desires to accept an offer shall notify tho 
offering plant, or the person whom the 
offering handler has designated os his 
ageni to receive acceptance, of his will¬ 
ingness to accept such offer at least 3 
days prior to the date on which the milk 
Is available for purchase. If the offering 
plant or its agent refuses to sell and de¬ 
liver the milk to the handler accepting 
the offer and such handler so notifies the 
market administrator, he shall verify tho 
refusal to sell by communicating with the 
offering plant or its agent. If upon sub¬ 
sequent audit and investigation the mar¬ 
ket administrator determines that such 
milk has not actually been shipped to a 
distributing plant serving the market¬ 
ing area, the offer for said day shall bo 
considered null and void, and in deter¬ 
mining the plant's compliance with this 
paragraph consideration shall be given 
only to sales occurring on such day. 

By. Dairyland Cooperative Creamery 
Company: 

4. Amend f 924.17 to provide as fol¬ 
lows: "To provide that the percentage 
call requirements shall be available for 
the market Instead of being required to 
be shipped into the market.” 

By Michigan Milk Producers’ Associa¬ 
tion: 

5. That! 924.41 be changed as follows: 

} 924.41 Classes of utilization. 9 9 9 

in) 9 9 9 

(2) Not accounted for as Class n or 
Class III utilization. 

(b) Class n utilization shall be all 
skim milk and butterfat: 

(1) Disposed of as sweet or sour cream 
for any purpose except churning. 

(2) Used to produce Eggnog. Ice 
Cream, Ice Cream Mix, condensed whole 
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or skim milk, sweetoned or unsweetened, 
disposed of in bulk, or Cottage Cheese. 

(c) Class III utilization shall be all 
skim milk and butterfat: 

(1 1 Used to produce sterilized flavored 
milk drinks. Cheese < except cottage 
cheese > dried whole milk, non fat dry 
milk solids, evaporated whole or skim 
milk disposed of in hermetically scaled 
cans, or butter; 

(2* Disposed of as livestock feed or 
skim milk dumped subject to prior notifi¬ 
cation to. and inspection of the Market 
Administrator. 

(3) In shrinkage of producer milk up 
to 2% of Receipts from producers. 

(4 > In shrinkage of other Source Milk. 

6. That 5 924.43 be changed as follows: 

5 924.43 Transfers. (a> Skim milk 
and butterfat disposed of by a handler 
from a pool plant to the pool plant of 
another handler i except as provided in 
paragraph <c) of this section), in the 
form of milk or skim milk shall be Class I 
utilization, unless a lower Class utiliza¬ 
tion is indicated by both handlers in 
their reports submitted pursuant to 
9 924.30: Provided: That in no event 
shall the amount claimed in such 


<3> The classification reported by the 
handler results in an amount of Class I 
skim milk and butterfat claimed by all 
handlers transferring or diverting milk 
to such plant of not less than the amount 
of assignable Class I milk remaining after 
the following computation: From the 
total skim milk and butterfat, respec¬ 
tively, m fluid milk products disposed of 
from such nonpool plant, subtract the 
skim milk and butterfat received at such 
plant directly from dairy farmers who 
the market administrator determines 
constitute the regular source of supply 
for such fluid milk products for such 
nonpool plant; 

«4 > II the skim milk and butterfat 
transferred by all handlers to such a 
nonpool plant and reported as Class I 
milk pursuant to this paragraph Is less 
than the skim milk snd butterfat assign¬ 
able to Class I milk pursuant to subpara¬ 
graph <3 > of this paragraph, an equiva¬ 
lent amount of skim milk and butterfat 
shall be reclassified as Class I milk pro 
rata in accordance with the claimed 
Class II classification reported by each 
of such handlers: and 

(5) If all or a portion of the milk so 
transferred is retransferred to a second 
lower Class be greater than the amount nonpool plant the same conditions of 
of producer milk used In such class by audit, classification, and allocation shall 
the transferee handler alter allocating apply. 


other source milk In his plant in series 
beginning with the lowest priced utiliza¬ 
tion. 

<b) Skim milk and butterfat disposed 
of by a handler from a pool plant to a 
nonpool plant In the form of milk or 
skim milk shall be Class I utilization and 
skim milk and butterfat transferred In 
the form of cream or condensed milk 
shall be Class II utilization, unless the 
Market Administrator Is permitted to 
audit the records of receipts and utiliza¬ 
tion at such nonpool plant, in which case 
the classification of all skim milk and 
butterfat transferred from the pool 
plant shall be allocated to the highest 
use. If all or a portion of the milk so 
transferred is retransferred to a second 
nonpool plant the same conditions of 
audit, classification, and allocation shall 
apply. 

(c) Producer milk transferred In bulk 
by a cooperative association to a pool 
plant, shall be deducted before classifi¬ 
cation of producer milk at the trans¬ 
feror’s plant, and shall be Included In 
producer milk classified at the plant of 
the transferee handler. 

By Lansing Dairy Company: 

7. Delete 1924.43 (b) and substitute 
therefor the following: 

<b) Skim milk and butterfat disposed 
of by a handier from a pool plant to a 
nonpool plant In the form of milk or 
skim milk shall be Class I utilization 
unless: 

(1) The handler claims classification 
as Class II milk in his report submitted 
pursuant to fi 924.30; 

(2) The operator of the nonpool plant 
maintains books and records showing 
the receipts and utilization of all skim 
milk and butterfat at such plant which 
are mAdc available If requested by the 
market administrator for the purpose of 

unification; 


By Michigan Milk Producers Associa¬ 
tion; 

8. Amend { 924.51. Class I price , to 
provide: 

(1) That the standard premium over 
basic formula be $1.43 during the months 
of February through July and $1.85 dur¬ 
ing the months of August through Janu¬ 
ary of each year. 

<2> That the following schedule of 
normal percentages be used in the sup¬ 
ply-demand factor. 


January ..... 133.5 

February __134.0 

March ..133 .6 

April.145.0 

May-155 0 

June ........ 161-0 


July_147. 2 

August_144.0 

September ... 134.7 
October ..... 120.2 
November ... 127.5 
December .... 133.6 


9. In 9 924.52 Class II milk price: The 
minimum price per cwt. to be paid for 
milk of 3.5 percent butterfat content 
which is classified as Class n shall be the 
price as determined for Class in utiliza¬ 
tion plus 40 cents per cwt., f. o. b. plant. 

10. Amend 9 924.53 to read as follows: 

5 924.53 Class III milk price. The 
minimum price per cwt. to be paid by 
each handler, f. o. b. his plant, for milk 
of 3.5 percent butterfat content received 
from producers or from a cooperative as¬ 
sociation during the month, which Is 
classified as Class ni utilization, shall be 
the higher of the prices computed pur¬ 
suant to paragraphs (a) and (b). 

<a> The price per hundredweight as 
described in 9 924.50 <c>. 

<b> The price per hundredweight 
computed from the following formula: 

<1) Multiply by 4.20 the simple aver¬ 
age, as computed by the market admin¬ 
istrator. of the daily wholesale selling 
prices <using the midpoint of any price 
range as one price) of Grade AA <93- 
score) bulk creamery butter per pound 
at Chicago, as reported by the United 
States Department of Agriculture, dur¬ 


ing the delivery period: Provided. That 
If no price is reported for Grade AA (93- 
score) butter, the highest of the prices 
reported for Grade A <92-score) butter 
for that day shall be used in lieu of the 
price for Grade A A (93-scoje butter); 

<2) Multiply by 8 2 the weighted aver¬ 
age of carlot prices per pound for spray 
process nonfat dry milk solids, for hu¬ 
man consumption, f. o. b. manufacturing 
plants In the Chicago area as published 
for the period from the 26th day of the 
immediately preceding delivery period 
through the 25th day of the current de¬ 
livery period, by the U. S. D. A. and 

<3) From the sum of the results ar¬ 
rived at under subparagraphs <i) and 
(2) of this paragraph subtract 84.0 cents. 

11. Add a 9 924.54 to read as follows: 

9 924.54 Handler butterfat differen¬ 
tial. There shall be added to or sub¬ 
tracted from, the prices for each class 
as computed for each A of 1 percent 
variation from the average butterfat test 
of the milk in each class above or below 
3.5 percent an amount equal to the sim¬ 
ple average of the daily wholesale selling 
prices of Grade “AA’* <93 score) bulk 
creamery butter per pound at Chicago as 
reported by the U. 6. D. A. during the 
month x 1.20 rounded to the nearest 
cent. 

By Michigan Producers Dairy Com¬ 
pany: 

12. Milk Marketing Order No. 24, 
<9 924.60) be amended as follows: 

<c) A handler who operates a pool 
plant as described in 9 924.16 (b) (or 
9 924.16 <a> and located more than 34 
miles by shortest highway distance from 
the boundary of the market area) and 
who disposes of from such plant for Class 
I utilization (other than to a handler), 
milk received from producers, and a 
handler who receives at a plant described 
in $ 924.16 <a) producer milk moved in 
bulk from a plant described In 9 924.16 
<b> (or 9 924.16 (a) and located more 
than 34 miles by shortest highway dis¬ 
tance from the boundary of the market¬ 
ing area». which milk is utilized as Class 
I (prorating to such milk the utilization 
of all producer milk received at the 
plant) shall receive a credit with respect 
to milk so disposed of or so received and 
utilized at a rate determined by the mar¬ 
ket administrator as follows: 

Rate per 

Shortest road distance hundred- 

from Detroit City Hall: weigh t 

More than 34 miles but not more 

than 60 miles..$0.08 

More than 50 miles but not more 

than 60 miles_______.... 0.09 

Add 1 cent for each 20 miles or fraction 
thereof over 60 miles. 

By Michigan Milk Producers’ Asso¬ 
ciation: 

13. Amend 9 924 63 to read as follows: 

9 924.63 Excess milk price. For each 
month the excess milk price shall be de¬ 
termined by adding 17 cents to the Class 
III price. 

By Brickley Dairy Farms Inc.: 

14. Any and all applicable sections or 
paragraphs of Order 24. be modified or 
changed so as to accomplish the follow¬ 
ing: 
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Change the qualifying requirements 
for the market pool participation from 
a plant and/or handler basis to an Indi¬ 
vidual producer basis. So that the pro¬ 
ducers with the seniority in supplying 
the market have rights to the Class I 
sales at Class I price, before new shippers 
are qualified for any part of Class I 
price. 

By Michigan Milk Producers' Associa¬ 
tion: 

15. Amend 33 924.70. 924.71 (Base 

Rules) to provide that these sections 
governing all Base Rules be opened for 
Consideration of Testimony submitted 
at the hearing. 

By Bodker Dairy Company: 

16. Under Order No. 24. as amended, 
regulating the handling of milk in the 
Detroit. Michigan, marketing area, the 
following proposal is hereby submitted 
for the amendment of such Order No. 24: 

Change the time of making payments 
to producers from the 15th day after the 
end of each month, as now specified in 

3 924.80, to the 20th day after the end 
of each month. 

By D.iiryland Cooperative Creamery 
Company: 

17. Add an amendment to the order 
as follows: To provide that producers 
shall receive the Michigan milk prices 
(Class II prices) for milk delivered in 
excess of base regardless of the location 
at which the milk is delivered by not 
applying the producer location differen¬ 
tial to excess milk. 

By Michigan Milk Producers' Associa¬ 
tion: 

18. Amend 9 924.82 to read os follows: 

9 924.82 Producer butterfat different 
tial. In making payments pursuant to 

4 924.80. the base price and excess price 
or the uniform price shall be increased or 
decreased for each one-tenth of one per¬ 
cent of butterfat content in the milk re¬ 
ceived from each producer, or a coop¬ 
erative association above or below* 3.5 
percent, as the case may be. by a butter- 
fat differential equal to the simple aver¬ 
age of the daily wholesale selling prices 
of Grade "AA" (93 score) bulk creamery 
butter per pound at Chicago as reported 
by the U. 8. D. A. during the month 
x 1.20 rounded to the nearest V± cent. 

By Ira Wilson & Sons Dairy Co.: 

19. Intcrmarkct price equalization 
wherein one Federal Order intermingles 
saleswise with another Federal Order. 

By James Warner Dairy Inc.: 

20. Price adjustment for milk sales In 
the Detroit Market by Handlers under 
other Federal Orders. 

By Michigan Milk Producers' Associa¬ 
tion: 

21. Amend 9 924.102 os follows: 

1 924.102 Milk subject to other 
Federal orders . Class I Milk sold by a 
handler within the Marketing Area gov¬ 
erned by another Federnl order shall be 
priced at the higher of the prices paid 
for Class I Milk In the twp Areas in¬ 
volved; Provided . That this section shall 
not be effective unless there is a corre¬ 
sponding provision in the Federal order 
regulating prices in the other area. 


By the Dairy Division: 

22. Make such other change* as are 
necessary to make the order conform 
with any amendments thereto that may 
result from the hearing. 

Copies of this notice of hearing and 
of the order as now in effect may be ob¬ 
tained from the Mnrket Administrator, 
2899 West Grand Blvd.. Detroit 2. Michi¬ 
gan. or from the Hearing Clerk. Room 
112, Administration Building. United 
States Department of Agriculture, Wash¬ 
ington 25, D. C.. or may be there In¬ 
spected. 

Issued at Washington, D. C.. this 7th 
day of February 1956. 

(seal! Roy W. Lennartson, 
Deputy Administrator . 

IF. R. Doc. 50-1080: Filed, Feb. 9. I960: 

8:52 a.m.] 


[ 7CFRPart 946 1 

(Docket No. AO-123-A18] 

Milk in Louisville, Ky.. Marketing Area 

NOTICE or HEARING ON PROPOSED AMEND¬ 
MENTS TO TENTATIVE MARKETING AGREE¬ 
MENT AND TO ORDER, AS AMENDED 

Pursuant to the Agricultural Market¬ 
ing Agreement Act of 1937, as amended 
(7 U. 8. C. 601 ct seq.), and in accordance 
with the applicable rules of pr actice and 
procedure, as amended ( 7 CFR Part 900) . 
notice is hereby given of a public hearing 
to be held in the Plantation Room, 8eel- 
bach Hotel, Louisville, Kentucky, begin¬ 
ning at 10:00 a. m., February 27. 1956. 

The public hearing is for the purpose 
of receiving evidence with respect to pro¬ 
posed amendments hereinafter set forth, 
or appropriate modifications thereof, to 
the tentative marketing agreement here¬ 
tofore approved by the Secretary of Agri¬ 
culture and to the order, as amended, 
regulating the handling of milk in the 
Louisville. Kentucky, marketing area. 
The proposed amendments have not re¬ 
ceived the approval of the Secretary of 
Agriculture. 

By the Falls Cities Cooperative Milk 
Producers' Association. Inc.: 

1. Amend 3 946.12 Definition of pro¬ 
ducer to clarify the status of a producer 
in circumstances where delivery of milk 
is made via bulk tank pickup at the farm, 
and to provide specifically that "pro¬ 
ducer" shall Include any such person 
wh r ~e milk is caused to be diverted by 
& handler to any other milk plant or dis¬ 
posed of at the direction of such handler, 
and milk so diverted or disposed of shall 
be regarded for all purposes of this order 
to have been received by such handler 
at a pool plant or transferred from a 
pool plant to a nonpool plant; and "pro¬ 
ducer" shall not include any such person 
during periods of temporary degrading 
by the appropriate health authority hav¬ 
ing jurisdiction in the marketing area, 
if such health authority notifies the op¬ 
erator of the pool plant or tho market 
administrator in writing of the effective 
date or dates of such action and subse¬ 
quent reapproval 


2. Delete 3 946.22 (J) and substitute the 
following: 

(J) On or before the 15th day after the 
end of each month, report to each co¬ 
operative association: 

< I) The percentage in each class of the 
producer milk caused to be delivered by 
the cooperative association or by its 
members to each handler during the 
month. For the purpose of this report 
the milk so received shall be allocated In 
each class for each handler In the same 
ratio as milk received from all producers 
by such handler during the month; and 

< 2) The percentage relationship which 
the total pounds of producer milk bears 
to tlie total pounds of milk classified in 
Class I. exclusive of skim milk or butter- 
fat disposed of to another handler or to 
a nonpool plant, during each month for 
each handler to whom any producer milk 
was caused to be delivered by the co¬ 
operative association or by its members 
during such month. 

3. Delete 9 946.41 (a) and <b) and sub¬ 
stitute the following: 

(a) Class I milk shall be all skim milk 
(including concentrated and reconsti¬ 
tuted skim milk) and butterfat (1) dis¬ 
posed of in the form of milk, skim milk, 
buttermilk, milk drinks (plain or fla¬ 
vored), cream (including sour cream), 
aerated cream, and any mixture in fluid 
form of skim milk and cream (except 
ice cream mix and milk or skim milk dis¬ 
posed of and used for livestock feed): 
(2> disposed of as cottage cheese and as 
any fluid milk product w hich is required 
by the appropriate health authority in 
the marketing area to be made from 
milk, skim milk, or cream from sources 
approved by such authority; and (3) not 
accounted for as Class n milk. 

(b) Class II milk shall be all skim 
milk and butterfat (1) used to produce 
ice cream and ice cream mix; (2) dis¬ 
posed of and used for livestock feed; (3) 
used to produce any item other than 
those specified in paragraph (a) of this 
section; and (4) in shrinkage assigned 
to Class n milk pursuant to 9 946.42. 

4. Delete 9 946 42 (b) and (c) and 
substitute the following: 

<b> The follow*ing portions of the 
quantities computed pursuant to para¬ 
graph (a) of tills section shall be known 
as shrinkage and classified as Class II 
milk: Provided, That if the quantities of 
skim milk and butterfat utilized and dis¬ 
posed of In milk and all milk products 
are not established by such handler, all 
unaccounted for skim milk and butterfat 
prorated to receipts of milk from pro¬ 
ducers pursuant to paragraph (a) of this 
section shall be classified as Class I milk: 

(1) That portion of skim milk and 
butterfat, respectively, prorated to re¬ 
ceipts of other source milk; but which 
is not In excess of 2 percent of the total 
respective quantities of skim milk and 
butterfat contained therein; 

(2) That portion which is prorated to 
skim milk in receipts of milk from pro¬ 
ducers but which, during the months of 
August through March, is not in excess 
of 2 percent of the total quantity of 
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skim milk In such receipts and, during 
the months of April through July, is not 
in excess of 5 percent of the total quan¬ 
tity of skim milk in such receipts; and 

(3) That portion which is prorated to 
butterfat in receipts of milk from pro¬ 
ducers but which is not in excess of 2 
percent of the total quantity of butterfat 
in such receipts. 

<c) That portion of skim milk and 
butterfat which is prorated to receipts of 
milk from producers and other source 
milk, pursuant to paragraph <a) of this 
section, w'hich Is in excess of the 
amounts of skim milk and butterfat, re¬ 
spectively. classified as Class n milk, 
pursuant to paragraph (b) of this sec¬ 
tion. shall be classified as Class I milk. 

5. Delete the Introductory language 

of $ 946.51 (b) and substitute the 

following: 

<b> Class II milk. The price of Class 
II milk for the months of September 
through December shall be the price per 
hundreweight computed pursuant to 
5 946 50 (a), or that pursuant to subpara¬ 
graph (1) of this paragraph, whichever 
is higher; and for the months of January 
through August the price for Class II 
milk used to produce ice cream and ice 
cream mix shall be the price per hun¬ 
dredweight computed pursuant to 
fi 946.50 (a), or that pursuant to sub- 
paragraph (1) of this paragraph, which¬ 
ever is higher, and the price for all other 
Class II milk shall be the higher of the 
prices computed pursuant to subpara¬ 
graph (1) and (2) of this paragraph. 

6. Delete 5 946.80 and substitute the 
following: 

i 946.80 Time and method of pay¬ 
ment. <a) On or before the last day of 
each month, each handler shall pay to 
each producer who has not discontinued 
delivery of milk to such handler, an 
advance payment with respect to milk 
received from such producer during the 
first 15 days of such month computed at 
not less than the Class II price for 3 8 
percent milk for the preceding month, 
without deduction for hauling. 

tb) On or before the 15th day after 
the end of each month, each handler 
shall pay to each producer from whom he 
received milk during the month an 
amount of money representing not less 
than the total value of such producer's 
milk at the uniform price per hundred¬ 
weight, subject to the producer butterfat 
and location differentials, less payments 
made pursuant to paragraph (a) of this 
section for such month and less deduc¬ 
tions for marketing .services and less de¬ 
ductions authorized by such producer: 
Provided . That if by such date such han¬ 
dler has not received full payment for 
such month pursuant to $ 946.85. he may 
reduce uniformly per hundredweight for 
ail producers his payments pursuant to 
this section by an amount not in excess of 
the per hundredweight reduction in pay¬ 
ment from the market administrator; 
however, the handler shall make such 
balance of payment to those producers to 
whom it is due on or before the date for 
making payments pursuant to this sec¬ 
tion next following that on which such 


balance of payment is received from the 
market administrator: And provided 
further , That the rate per hundred¬ 
weight, or other method for computing 
hauling charges shall be authorized In 
writing by such producer, and all other 
charges shall be supported by records in 
such form as will enable the market ad¬ 
ministrator or producers or cooperative 
associations to make verification thereof. 

By the Louisville Milk Dealers Asso¬ 
ciation : 

7. <a> Amend $ 946 22 <J) and S 946.80 
to read as follows: “On or before the 17th 
day after the end of each month • • V’ 

<b> Amend i 946.22 <k> (1) and 

i 946.22 (k> (2) to read as follows: '’On 
or before the 12th day after the end of 
each month • • •/* 

(c) Amend $ 946.22 (1) to read as fol¬ 
lows: **On or before the 13th day after 
the end of each month • • •/* 

<d) Amend { 946.30 to read as follows: 
# ‘On or before the 7th day after the end 
of each month • • V 

8. Delete * 946.51 (a) and substitute 
the following: 

(a) Class I milk. The price of Class I 
milk per hundredweight shall be the 
basic formula price for the preceding 
month rounded to the nearest cent plus 
$1.25. 

9. Delete l 946.51 (b) and substitute 
the following; 

cb) Class II milk. (1) The price of 
Class II milk shall be the average of the 
basic or field prices per hundredweight 
reported to the market administrator to 
have been paid or to be paid for un¬ 
graded milk of 4.0 percent butterfat con¬ 
tent received from farmers during the 
month at plants at the following loca¬ 
tions: 

Operator and Location 

Armour Creameries. Elizabeth town. Ky. 

Armour Creameries, Springfield. Ky. 

Kraft Foods Co., tAwrenceburg. Ky. 

Kraft Foods Co.. Paoll. Ind. 

Salem Cheese and MUk Co.. Salem, Ind. 

Red 73 Creameries, Madison. Ind. 

Producers Dairy Marketing Association, 
Orleans, Ind. 

( 2 ) Subtract the amount computed by 
multiplying the Chicago butter price for 
the month by 0.12 and then by 2. 

By the Dairy Division, Agricultural 
Marketing Service: 

10. Amend the order as necessary to 
provide for the classification and pricing 
of butterfat and skim milk contained in 
inventories on hand in regulated plants 
at the beginning and end of each month. 

11. Add a new $ 946.17 as follows: 

1 946.17 Route . •‘Route” means any 
delivery (Including any delivery by a 
vendor or disposition at a plant store) 
of Class I milk pursuant to $ 946.41 <a> 
(I) to a wholesale or retail stop(s> other 
than to a milk plant. 

12. Revise the list of condenserles in 
i 946.50 (c> to include only those cur¬ 
rently reporting as indicated. 

13. Clarify the language of $ 946.30 
(b) and (c) with respect to which skim 
milk and butterfat is to be reported (and 
classified) and provide that only those 


receipts for which the order provides a 
standard of classification shall be re¬ 
ported pursuant to these paragraphs. 

14. Make such changes as may be nec¬ 
essary for the entire marketing agree¬ 
ment and order to conform with any 
amendments thereto which may result 
from this hearing. 

Copies of this notice of hearing and 
the order now in effect mny pe procured 
from the Market Administrator, 547 
Starks Building. Louisville 2, Kentucky, 
or from the Hearing Clerk. Room 112. 
Administration Building, United States 
Deportment of Agriculture, Washington 
25. D. C., or may be there inspected. 

Dated: February 7,1956. 

I SEAL J ROY W. LENNARTS©^ 

Deputy Administrator . 

[P. R. Doc. 56-1081: Filed. Feb. 9, 1956; 
8:52 a. m j 
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(Docket No. AO-2661 

Milk in Chattanooga. Tennessee, 
Marketing Area 

NOTICE OP RECOMMENDED DECISION AND OP¬ 
PORTUNITY TO PILE WRITTEN EXCEPTIONS 
WITH RESPECT TO PROPOSED MARKETING 
AGREEMENT AND ORDER 

Pursuant to the rules of practice and 
procedure, as amended, governing pro¬ 
ceedings to formulate marketing agree¬ 
ments and orders (7 CFR Part 900>, no¬ 
tice is hereby given of the filing with the 
Hearing Clerk of this recommended de¬ 
cision of the Deputy Administrator, Ag¬ 
ricultural Marketing Service, United 
States Department of Agriculture, with 
respect to a proposed marketing agree¬ 
ment and order regulating the handling 
of milk in the Chattanooga, Tennessee, 
marketing area, to be made effective pur¬ 
suant to the provisions of the Agricul¬ 
tural Marketing Agreement Act of 1937. 
as amended (7 U. S. C. 601 et seq. ). 

Interested parties may file exceptions 
to this recommended decision with the 
Hearing Clerk. Room 112, Administration 
Building, United States Department of 
Agriculture. Washington, D. C„ not later 
than the close of business on the 20th day 
after the publication of this recom¬ 
mended decision in the Federal Register. 
Exceptions should be filed in quad¬ 
ruplicate. 

Preliminary statement. A public 
hearing on the record of which the 
recommended marketing agreement and 
order was formulated was called by the 
Agricultural Marketing Service, United 
States Department of Agriculture, fol¬ 
lowing receipt of a petition and proposed 
order filed by the Chattanooga Area MUk 
Producers Association, Chattanooga, 
Tennessee. The public hearing on the 
record of which the proposed marketing 
agreement and order was formulated was 
conducted at Chattanooga, Tennessee, 
on May 17-25. 1955. pursuant to a notice 
thereof issued April 13, 1955, and pub¬ 
lished in the Federal Register on April 
16. 1955 (20 F. R. 2525). 
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The material Issues of record related 
to: 

1. Whether the handling of milk In 
the market is In the current of interstate 
commerce or directly burdens, obstructs 
or affects interstate commerce in milk 
or its products; 

2. Whether marketing conditions Jus¬ 
tify the issuance of a marketing agree¬ 
ment or order; and 

3. If an order is issued, what its pro¬ 
visions should be with respect to: 

(a) The scope of regulation. 

(b) The classification of milk, 

(c) The level and method of deter¬ 
mining class prices, 

(d) The method to be used In distrib¬ 
uting proceeds to producers, and 

(c) Administrative provisions. 

Findings and conclusions . Upon the 
evidence adduced at the hearing and the 
record thereof, it is hereby found and 
concluded that: 

(1) Character of commerce . All milk 
which will be regulated under the pro¬ 
posed marketing agreement and order 
is in the current of interstate commerce 
or directly burdens, obstructs or affects 
interstate commerce in milk or its prod¬ 
ucts. 

The marketing area specified in the 
order proposed herein includes all the 
territory within three counties located in 
South-Eastern Tennessee. Within this 
area there is a continuous and substan¬ 
tial Interstate commerce in the procure¬ 
ment of milk from producers and the sale 
of fluid milk and its products to consum¬ 
ers. Distributing plants located in Ten¬ 
nessee regularly deliver fluid milk prod¬ 
ucts in Catoosa. Walker. Dade and five 
other counties in the State of Georgia. 
Likewise, distributing plants in such 
Georgia cities as Rossvllle and Chicka- 
mauga regularly distribute fluid milk 
products in Hamilton, Bradley. Marion, 
Polk and Rhea Counties, all in the State 
of Tennessee, and DeKalb and Jackson 
Counties, in the State of Alabama. 
Thus, Chattanooga area handlers are in 
competition with each other across state 
lines, and with handlers located in other 
parts of Georgia and in Alabama os well, 
in the sale of milk and milk products at 
the wholesale and retail levels. 

The record shows that producers sup¬ 
plying milk to plants in the marketing 
area are located in two counties in Ala¬ 
bama, three counties in Georgia, and 
eleven counties in Tennessee. Milk pro¬ 
duced in these states is commingled in 
handlers’ plants prior to being processed 
and sold throughout the areas described 
above. In addition, this general supply 
area is intermingled with that of Bir¬ 
mingham. Alabama and Atlanta, Geor¬ 
gia; 'and with that of the Knoxville, 
Tennessee, marketing area (which is 
regulated by Federal Order No. 88. as 
amended). Many producers supplying 
Chattanooga area handlers have the al¬ 
ternative of shipping milk to one or more 
of these markets, and some have so 
shifted their outlets in recent years. 

Substantial quantities of such manu¬ 
factured dairy products as cottage cheese 
and ice cream are distributed in the 
marketing area from sources located in 
more than one state. Ice cream and cot¬ 
tage cheese is distributed within the area 


after it is processed and manufactured 
in company-affiliated plants located in 
the Knoxville. Tennessee, market (a Fed¬ 
erally-regulated area). Also, seasonal 
surpluses of locally produced Grade A 
milk are used in the manufacture of such 
dairy products as nonfat dry milk solids, 
which in turn are sold in competition 
with similar products manufactured in 
areas outside the State of Tennessee. 

(2) The need for regulation. The 
marketing and pricing conditions in the 
Chattanooga. Tennessee, marketing area 
require the issuance of a Federal milk 
marketing agreement and order to es¬ 
tablish and maintain orderly marketing 
conditions and effectuate the declared 
policy of the Agricultural Marketing 
Agreement Act of 1937, as amended. 

The problems encountered by pro¬ 
ducers in the Chattanooga marketing 
area are typical of those occurring in un¬ 
regulated fluid milk markets where 
producers are unorganized or where pro¬ 
ducer cooperative associations have been 
unsuccessful in establishing effective 
bargaining relationships with handlers. 
The Federal milk marketing order pro¬ 
posed herein for Chattanooga.Tennessee, 
will implement the declared congres¬ 
sional policy of establishing and main¬ 
taining orderly marketing conditions by: 

(a) Providing a regular and depend¬ 
able method for determining minimum 
prices to producers at levels comparable 
to those contemplated under the act; 

(b) Establishing uniform prices to 
handlers for milk received from pro¬ 
ducers according to a classification plan 
based on the use made of such milk by 
the handler: 

(c) Providing an impartial audit of 
handlers' records of receipts and utiliza¬ 
tion to further insure uniform prices for 
milk purchased; 

(d) Establishing uniform returns to 
producers supplying the area and insur¬ 
ing that the lower returns from the sale 
of reserve milk ore shared equitably 
among all producers; 

(e> Providing all producers with a 
means whereby the weighing and testing 
of their milk can be checked to insure 
accuracy: 

(f) Establishing uniform rules for the 
operation of a market-wide base and ex¬ 
cess plan that will (I) acquaint producers 
with the rules for establishing bases and 
determining base and excess prices; and 
(ii) encourage producers to modify sea¬ 
sonal fluctuations in the production of 
milk; and 

<g> Providing market-wide informa¬ 
tion on the receipts, sales and other data 
relating to milk market problems In the 
area. 

• The hearing record reveals the chaotic 
marketing conditions in the Chatta¬ 
nooga area created by the wide variety 
of classification and pricing plans used 
by different distributors serving the 
area, the resultant lack of uniformity in 
prices paid producers for milk, and the 
ineffectiveness of the producers in pro¬ 
tecting themselves against sharp cuts in 
producer prices during periods of milk 
price wars among distributors. 

These local conditions were aggra¬ 
vated by the sale of milk purchased at 
distress prices by out-of-area distribu¬ 
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tors and sold in the proposed marketing 
area in competition with milk purchased 
from producers regularly supplying the 
market. Local handlers were forced to 
meet this competition by passing the ef¬ 
fects of lower resale prices back to indi¬ 
vidual producers in the form of low f cr 
producer prices. The Chattanooga Area 
Milk Producers Association, the propo¬ 
nent cooperative association of producers 
in the marketing area, had to meet the 
situation by granting distributors buying 
from them price reductions, and by 
shifting increased quantities of displaced 
Grade A milk into lower-valued manu¬ 
factured products. These actions have 
lowered prices to producers to the point 
where a continuous and adequate supply 
of pure and wholesome milk for the area 
is threatened. The classification and 
pricing plan of a Federal milk marketing 
order is the only available means of in¬ 
suring the uniformity of payments for 
milk by handlers which is needed to re¬ 
store and maintain orderly marketing 
conditions. 

The variety of systems used by dis¬ 
tributors in purchasing milk has created 
a wide variation in prices received by 
producers supplying handlers in and be¬ 
tween parts of the marketing area. For 
a number of years prior to 1953, the 
producers' association stabilized local 
marketing conditions by supplying Chat¬ 
tanooga handlers with their daily re¬ 
quirements of Grade A milk and 
.assuming the responsibility for handling 
any remaining surplus. However, this 
plan became Inadequate by 1953 because 
<1> only a part of the local handlers 
supplying the area were under contract 
with the association and (2) increasing 
amounts of milk, some of it surplus to 
other areas, was being sold in the local 
area. Some handlers operating under 
contract with the association recognized 
the vulnerability of their marketing 
situation by at first refusing to renew 
their contracts that expired in 1954. 
They did sign a contract for another 
year, however, after (1) price concessions 
by producers and <2) assurances that the 
chaotic marketing conditions would be 
corrected locally, or steps taken to secure 
a Federal milk order to correct them. 
The classification and pricing plan of the 
attached order is the only available 
means of establishing uniform prices 
among handlers for milk received from 
producers according to the use made of 
such milk by each handler. This use- 
classification plan is equitable and will 
apply similarly to all handlers. To in¬ 
sure equity among handlers and full 
accountability to producers, the use- 
classification plan must be supplemented 
by an impartial audit of handlers' rec¬ 
ords of receipts and utilization. 

Much of the difference in prices real¬ 
ized by producers throughout the area 
arises because member-producers of the 
Chattanooga Area Milk Producers Asso¬ 
ciation provide a major part of the 
reserve milk for the market and, conse¬ 
quently, carry the major burden of the 
lower prices realized from the sole of 
this milk in the form of manufactured 
dairy products. During 1953 and 1954 
handlers participating in the associa¬ 
tion-operated market-wide pool used 
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over 2 million pounds of other source 
milk in their operations. At the samo 
time, the producers’ association had to 
market as surplus over 23 million pounds 
of milk. The market-wide pooling pro¬ 
visions of the order proposed herein will 
provide a means of insuring uniform re¬ 
turns to producers and equitable sharing 
of the burden of providing the necessary 
quantities of reserve milk. 

Many producers supplying handlers in 
parts of the marketing area have no 
effective means of insuring the accuracy 
of the weights and tests of their regular 
deliveries of producer milk. In addition, 
only part of the handlers in the market 
permit the auditing of their records for 
the purpose of establishing the accuracy 
of (1) the utilization of producer receipts 
according to a classification plan or (2> 
proportions of milk paid for as base and 
surplus under the base-surplus plan now 
in use in certain parts of the marketing 
area. Certain handlers, under contract 
to the association, permitted the asso¬ 
ciation to audit the reports of receipts 
and utilization submitted to it by them. 
However, the scope of the audits and the 
number and size of the handlers involved 
precluded effective operation of the pro¬ 
gram. There is need for a Federal milk 
order to correct these inequities. 

A substantial number of producers 
have no regular and dependable method 
for participating In the price determin¬ 
ing decisions that govern the sale of their 
milk. Even the producers represented by 
the cooperative association have been 
unable to establish a satisfactory classi¬ 
fication plan among handlers and pro¬ 
tect themselves against the depressed 
prices resulting from the chaotic mar¬ 
keting conditions mentioned above. 
There is need for a Federal order to 
establish a complete and equitable classi¬ 
fication plan that applies to all handlers, 
and to supplement this plan with a 
formula for determining minimum prices 
to producers equivalent to those contem¬ 
plated under the enabling act. Such 
prices, together with the classified-use 
plan of the attached order, should Insure 
a sufficient quantity of pure and whole¬ 
some milk for the marketing area, pro¬ 
tect the interests of producers, handlers 
and consumers, and be In the public 
interest. 

Many of the marketing difficulties 
stem from a lack of complete and accu¬ 
rate Information about the supply and 
demand for milk in the area. The Fed¬ 
eral milk order proposed herein will 
make such information available to all 
interests in the market and will provide 
a reliable basis fordecisions on prices and 
other marketing problems encountered. 
The availability and dissemination of ac¬ 
curate market-wide Information about 
the fluid milk market will tend to create 
confidence in the marketing system that 
does not exist under present conditions. 

<3) Order provisions— <a) Scope of 
regulation . Federal milk orders achieve 
marketing and pricing stability by using 
techniques authorized by the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended. Important among these 
techniques are the requirements that (1) 
regulated distributors (handlers) pay at 
least specified minimum prices to pro¬ 
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ducers in accordance with a classified- 
use plan established in an order, and (2) 
these payments be distributed to each 
producer on a uniform basis through 
either an individual-handler pool or & 
market-wide pool. Under the circum¬ 
stances, it is important to establish 
clearly which plants and which milk will 
be subject to all or part of the pricing 
provisions of the order and. in turn, 
which producers will participate in the 
distribution of returns through the mar¬ 
ket-wide pool. To identify such persons 
and to facilitate reference to them 
throughout the proposed order, such 
terms as ’’marketing area”, ’‘producer**, 
“pool plant”, “nonpool plant”, ’’han¬ 
dler”. “producer milk”, and “other source 
milk” are defined and ore used herein. 

Marketing area. The Chattanooga, 
Tennessee, marketing area should be de¬ 
fined to include all of the territory with¬ 
in the boundaries of Hamilton. McMinn 
and Bradley Counties, all in the State 
of Tennessee. 

Fluid milk products sold for consump¬ 
tion in this area must be approved by 
health authorities who are governed by 
health ordinances, practices and proce¬ 
dures generally patterned after the 
United States Public Health Service Milk 
Ordinance and Code. Within this de¬ 
fined area the health standards are sub¬ 
stantially equal and are under the Juris¬ 
diction of operating health authorities. 
Furthermore, these authorities follow a 
general policy of reciprocity in admin¬ 
istering their several ordinances. These 
conditions support the adoption of milk 
marketing regulations that are applied 
equally within the defined area. 

Marketing areas, as defined In Federal 
milk orders, are designed to cover as 
nearly as is practicable, areas in which 
milk is sold to consumers rather than 
the areas where the milk may be pro¬ 
duced. The proposed order w r ould reg¬ 
ulate distributing plants that ore in 
substantial sales competition with one 
another within the defined marketing 
area. The cities of Chattanooga. Cleve¬ 
land, East Ridge and Athens. Tennessee, 
are the major cities involved. 

As pointed out earlier in the discussion 
on interstate commerce, plants located 
In Chattanooga encounter substantial 
competition in the sale of Class I prod¬ 
ucts in the Tennessee counties included 
in the marketing area and In at least 
two counties in Georgia. 

A group of handlers (and later the 
producers’ association) proposed a 
marketing area larger than that included 
herein. Their proposal to include Dade. 
Walker and Catoosa Counties in Georgia 
in the marketing area was. at first, 
abandoned on the grounds that Order 
No. 1198 (Western Milkshed). Issued by 
the Georgia Milk Control Board and 
made effective May 1. 1955. established 
minimum prices to producers and obvi¬ 
ated the need for further regulation. 
Later, these parties asked for inclusion 
of the three counties because of the pos¬ 
sibility that the Georgia Milk Control 
Board order might be withdrawn, and, 
as a consequence, several handlers oper¬ 
ating in the area would be unregulated. 
Beyond protection against such a contin¬ 
gency, there is no condition existing in 


those counties that demonstrates a need 
for correction by Issuance of this order. 
Accordingly, they are not included in 
the marketing area proposed herein. 

Bledsoe, Meigs, Sequatchie. Marion 
and Rhea Counties also were proposed 
for inclusion in the area by the same 
group of handlers (and later by the as¬ 
sociation). These counties represent 
relatively minor sales outlets to the nine 
handlers who distribute about ninety 
percent of the milk sold in the eleven 
county area and who would be regu¬ 
lated by this order. For example, these 
handlers sell no milk in Bledsoe County: 
dispose of less than one percent of their 
total sales in Meigs County, 1.7 percent 
in Sequatchie County. 2.2 percent in 
Rhea County, and 2.4 percent in Marion 
County. Furthermore, these five coun¬ 
ties arc largely rural and the need for 
regulating sales in them, in order to 
make effective the regulation in the ur¬ 
ban areas, was not established by the 
record. 

The marketing area, as defined above, 
comprises the markets and the popula¬ 
tion centers in which milk is marketed 
by handlers encountering substantial 
competition with one another. It also 
is largely coextensive with the area in 
which marketing conditions arc chaotic 
and unsettled for producers. Accord¬ 
ingly. it appears that the marketing area 
defined herein includes the territory 
which will minimize the problems of 
competition with unregulated distribu¬ 
tors and at the same time regulate 
enough sales area to restore and main¬ 
tain orderly marketing conditions for 
producer milk. 

Definitions of plants and milk to be 
subject to regulation . The distributing 
plants located within the Chattanooga, 
Tennessee, marketing area dispose of the 
major portion of their milk receipts as 
fluid milk products. These “fluid milk 
products” are required to be made from 
milk produced in compliance with Grade 
A inspection requirements of the duly 
constituted health authorities having 
jurisdiction in the area. The minimum 
class prices of the order should apply to 
such milk which is received from dairy 
fanners at plants primarily and nor¬ 
mally engaged In supplying fluid milk 
products for sale on retail and whole¬ 
sale routes in the marketing area. 8uch 
plants are defined as “pool plants” and 
such milk Is defined as “producer milk”. 

These definitions are designed to iden¬ 
tify the supplies of milk upon which the 
market regularly and normally depends. 
However, under terms of the order pro¬ 
posed herein milk may be disposed of for 
Class I purposes in the marketing area 
by and from plants not meeting such 
criteria. It is necessary, therefore, to 
establish definitive standards of per¬ 
formance which may be used in deter¬ 
mining which plants and which milk do. 
in fact, constitute the regular and nor¬ 
mal supply, and thereby becomes fully 
subject to regulation. 

Such standards should be clearly set 
forth in the order and apply uniformly 
to all plants, wherever located. Any 
plant, regardless of location, may bring 
itself under regulation by performing in 
the manner required. Any plant may 
relieve itself of regulation by no longer 
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operating In a way that brings It within 
the scope of the order. Under the cir¬ 
cumstances. the decision as to whether 
a plant will be fully regulated, partially 
regulated or entirely unregulated Is de¬ 
termined by the decision of the plant 
operator. 

Any milk sold In the marketing area 
must, of course, conform to the sanitary 
requirements imposed by the local health 
authorities. However, handlers may 
meet these requirements without becom¬ 
ing regular and dependable sources of 
supply for the market (their milk may 
have been obtained as a supplemental 
supply during periods of emergency or 
their sales may be a small portion of a 
primary distribution in some other area 
with which local health authorities have 
reciprocal agreements). Clearly, it is 
not possible to identify regular and nor¬ 
mal supplies solely on the basis of sani¬ 
tation requirements. 

Neither is the shipment of milk to a 
marketing area for Class I utilization a 
practical basis for identifying the milk 
which should be fully regulated under 
the order. There are situations in which 
plant operators may find It economical 
or desirable to make shipments of small 
quantities of milk into a marketing area, 
and with respect to which it is neither 
necessary nor desirable in terms of ef¬ 
fective regulation to bring the operators 
of such plants under full regulation. For 
instance, a plant which is associated with 
another market may find It advantage¬ 
ous to ship milk to a plant regulated by 
the order in order to have such milk con¬ 
verted Into manufactured dairy prod¬ 
ucts. It is quite possible, however, 
through misunderstanding, or from 
errors of estimating the utilization of 
milk, for milk intended for utilization 
In Class II products to be assigned a 
Class I classification. If through such 
accident or misunderstanding a plant 
were placed completely under regula¬ 
tion, considerable hardship, unnecessary 
to effective regulation, might result. 

Since neither health regulations nor 
the possibility that some milk from a 
plant may be used for Class I purposes 
in the marketing area provides an ade¬ 
quate measure of a plant s regular status 
In a market, the pool plant provisions 
must be based on regular performance. 
Such regular and substantial supplies 
are fully priced under the order and 
participate in the equalization pool. 

As indicated elsewhere in this deci¬ 
sion. market-wide pooling of producer 
returns is considered essential to the 
stable and orderly functioning of this 
market. Since a market-wide pool re¬ 
sults In payment to all producers on an 
average utilization for the market, indi¬ 
vidual handlers are relieved of any re¬ 
sponsibility for maintaining a high Class 
I utilization in order to support their pay 
rates to producers. Whatever utilization 
of milk a handler may have, his rate 
of pay to producers will be the same as 
that of all other handlers in the market 
because handlers whose proportion of 
utilization in Class I is greater than the 
market average, make payments into a 
producer-settlement fund, and those 
whose proportion of utilization in Class 
I Is less than the average for the market 
No. 2 8 . - a B 


receive payments out of the same fund. 
Thus, plants engaged primarily in the 
manufacture of milk into dairy products 
or in supplying other fluid markets have, 
under certain circumstances, an Incen¬ 
tive to place their plants under regula¬ 
tion for the sole purpose of obtaining 
payments out of the producer-settle¬ 
ment fund. If a plant loses fluid sales 
In Another area temporarily, it may seek 
to Join a market pool in order to continue 
to pay farmers a blended price even 
though such milk is used in the low*er- 
priced manufactured product uses. A 
manufacturing plant processing a spe¬ 
cialty product for which a regular supply 
of Grade A milk is desired may seek to 
Join a market pool In order to pay its 
producers the blended price for Grade 
A milk* although only a manufacturing 
value use for the milk is available. If 
such handlers are entirely free to de¬ 
cide when they w ill or will not share in 
the market pool, their decisions nor¬ 
mally would be made to Join the pool 
when they would draw payments from 
the equalization fund. Thus, it is pos¬ 
sible that status with respect to the pool 
may become a determining factor in 
guiding a handler's operation. The 
Chattanooga market, however, would 
gain no advantage from the payment of 
equalization to such handlers. Such a 
distribution of equalization payments 
would. In fact, reduce the blend price 
to producers regularly supplying the 
market, thereby having an adverse ef¬ 
fect on the milk supplies upon which the 
market depends. This could result in 
the need for higher Class I prices than 
would otherwise be required to supply 
the market adequately. 

The scope of pooling or the rules for 
distributing the returns from Class I 
sales under the order, therefore, must 
be such that the differentials over man¬ 
ufacturing milk values paid by users of 
Class I milk will serve the purpose for 
which they are intended. The Class I 
milk price of the order is fixed at a level 
which exceeds the value of the milk for 
manufacturing uses. Tills premium, or 
differential, over the manufactured milk 
price is essential as an incentive to pro¬ 
ducers to supply milk of the quality and 
volume required by the market. Extra 
costs are involved in meeting the sank* 
tary requirements relative to the main¬ 
tenance of a dairy herd for the produc¬ 
tion of Grade A milk. In providing milk 
during the fall and winter months when 
feed and housing costs are high, in han¬ 
dling it through sanitary utensils and 
facilities, and in refrigerating and mar¬ 
keting it promptly. 

The extra costs thus Incurred by Grado 
A producers must be borne by that share 
of the milk which is marketed as Class I 
milk. Reserve or “surplus'* milk, al¬ 
though an essential part of a fluid milk 
business, cannot be expected to return 
producers more than a manufactured 
milk value. The only outlet for reserve 
milk not needed for fluid use is In the 
form of manufactured products. Such 
products must be marketed in competi¬ 
tion with similar products which can be 
and are made throughout the country 
from ungraded milk. 

Since the production of high quality 
milk involves extra expenses, it is im¬ 


portant that the amount produced be 
no more than the minimum necessary 
to provide the market with an adequate 
and dependable supply. To encourage 
unneeded production of such milk would 
represent an economic waste, since the 
expenditures involved in producing 
Grade A milk that is not an essential 
part of the market supply results in no 
extra value to consumers. Clearly then, 
one of the primary problems in setting 
up a market-wide pool Is to establish 
standards which will provide for the 
sharing of Class I sales (Class I differen¬ 
tials) among the producers who are an 
essential and regular part of the milk 
supply for the marketing area. 

Performance standards, therefore, 
should be such that any plant which has 
as its major function the supplying of 
milk to the market would pool its sales 
and share In the market-wide equaliza¬ 
tion. On the other hand, performance 
standards must be flexible enough to al¬ 
low a plant primarily associated with 
the market to maintain its status under 
the changing conditions which occur 
from year to year, and yet not permit the 
distribution of equalization payments to 
plants not part of the essential supply. 
The performance standards herein pro¬ 
vided are such that these objectives 
should be accomplished. 

Because of the difference in marketing 
practices and in the demand for milk 
among distributing plants and supply 
plants, two sets of performance stand¬ 
ards are provided. A “distributing 
plant** under the order would be defined 
(in 8 1000.7 (a>> as a plant in which 
Grade A milk is received or processed 
and from which Class I milk (as herein¬ 
after defined) is disposed of during tho 
month on a route(s) (including routes 
operated by vendors) or from a plant 
or plant store to retail or wholesale out¬ 
lets (except pool plants) located in the 
marketing area. A “supply plant** would 
be defined (in 8 1000.7 <b)) to mean a 
plant from which fluid milk products ac¬ 
ceptable to the appropriate health au¬ 
thority for distribution in the marketing 
area under a Grade A label Is shipped 
during the month to a distributing plant 
qualifying as a pool plant. 

In order to qualify as a pool plant, a 
distributing plant should be required to 
distribute at least 20 percent of its Class 
I milk during the month as Class I milk 
in the marketing area. A distributing 
plant having more than 80 percent of 
its fluid milk products business outside 
the marketing area should not be con¬ 
sidered as essentially associated with 
the local fluid market, since only a minor 
share of its business Is in the marketing 
area. In such a case, full regulation 
would not be necessary to accomplish 
the purposes of the order. It might even 
place such a plant at a competitive dis¬ 
advantage in supplying the unregulated, 
but primary, market. As pointed out 
earlier, such a minimum standard also 
Is necessary to avoid the possibility that 
a plant otherwise not associated with 
the market might qualify itself for equal¬ 
ization payments to its own advantage, 
and to the disadvantage of the market, 
by means of minor sales in the marketing 
area. 
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Combined with the requirement that 
sales equal to 20 percent of a handler's 
Class 1 business be made in the market¬ 
ing area there Is established a require¬ 
ment that at least 50 percent of the han¬ 
dler's receipts in each month be disposed 
of In Class I uses. This requirement 
with respect to total Class I use will ex¬ 
empt from full regulation those plants 
generally recognized as manufacturing 
milk plants. In conjunction therewith, 
provisions for pricing the milk actually 
disposed of in fluid items in the area 
should be established to assure that the 
market is not disrupted by sales of such 
handlers. 

Supply plants which arc not primarily 
associated with the market, and which 
furnish only incidental shipments of 
milk to the market or regular shipments 
of limited quantities during only the 
shortest production period, need not be 
fully regulated. Such plants supply the 
market for a short duration only and 
may be located at widely scattered 
points. Such plants should be able to 
supply milk to the market during such 
periods of need without becoming fully 
subject to the order unless they become 
closely and primarily associated with the 
Chattanooga marketing area by contin¬ 
uing to supply a substantial part of their 
producer receipts to the regulated mar¬ 
ket. Such supply plants are a normal 
part of milk procurement facilities in 
many markets; standards recommended 
herein will provide the framework for 
their appropriate regulation. 

It is recognized, however, that the de¬ 
mand for milk from supply plants may 
vary seasonally and will be greatest dur¬ 
ing the season of low production. For 
sustained periods during the months of 
flush production supplies of milk received 
at plants located in or near the market¬ 
ing area may be sufficient to supply the 
Class I outlets. During this part of the 
year, it would be more economical to 
leave the most distant milk in the coun¬ 
try for manufacture, and use local sup¬ 
plies for Class I use. The performance 
standards should not force milk to be 
transported to distributing plants in the 
summertime where it must be manufac¬ 
tured in order to maintain the eligibility 
of supply plants to pool. 

To avoid this, provision should be 
made whereby a supply plant may main¬ 
tain pool plant status throughout the 
year if it supplies a substantial portion 
of its producer milk to distributing plants 
during the months when milk production 
tends to be lowest. On the other hand, 
withdrawal from the market of the milk 
received at a particular supply plant dur¬ 
ing the months of March through July 
would not be likely to seriously threaten 
the marketing area with an insufficient 
supply. It seems justified, therefore, to 
permit the voluntary withdrawal from 
the pool during that period of any sup¬ 
ply plant which so requests in writing 
prior to the first day of a month for such 
withdrawal. Any distributing plant or 
supply plant which does not meet the 
standards for a pool plant should be re¬ 
quired to file reports and submit to 
audits by the market administrator to 
verify the status of such plant. 
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These objectives can best be accom¬ 
plished by defining as a “pool plant” any 
supply plant that ships to fully regu¬ 
lated distributing plants during the 
month at least 50 percent of its receipts 
of producer milk. If a supply plant 
meets these standards each of the 
months of AuRust through February, 
such plant should be designated as a 
"pool plant” until the end of the follow¬ 
ing July (unless the plant requests with¬ 
drawal of such status). Receipts from 
plants not qualified under these supply 
plant standards should be considered as 
other source milk. 

8ome milk distributed in the market¬ 
ing area is from plants which arc fully 
subject to the classification, pricing and 
pooling provisions of other Federal milk 
marketing orders. To attempt to extend 
this order to cover such plants which 
dispose of a major portion of their re¬ 
ceipts in another area would result in 
unnecessary duplicate regulation. Ac¬ 
cordingly. the order proposed herein 
provides that a distributing plant which 
would otherwise be subject to the classi¬ 
fication and pricing provisions of another 
order, and which disposes of a greater 
volume of Class I milk in the other area 
than in the Chattanooga area, shall be 
regulated by the other order. 

Because the Class I prices in Chatta¬ 
nooga and adjacent markets under Fed¬ 
eral regulation will be closely aligned 
there Is little chance that handlers in 
any one of the markets can achieve a 
lasting competitive advantage over han¬ 
dlers regulated by any of the other Fed¬ 
eral orders. Handlers operating plants 
regulated by other Federal milk orders 
could not sell surplus milk In the Chat¬ 
tanooga market for Class I use without 
accounting for it at the Class I price 
(because all orders require handlers to 
pay for producer milk on a classified-use 
basis). No compensatory payments are 
required, therefore, on milk, classified 
and priced as Class I under any other 
Federal order. However, such plants 
should be required to report their receipts 
and utilisation to the market adminis¬ 
trator as required so their exact status 
under the order can be determined. 

The order should provide that a com¬ 
pensatory payment be made into the 
producer-settlement fund of the market- 
wide pool on milk not priced as producer 
milk under the order which is cl) allo¬ 
cated to Class I milk in a pool plant or 
(2) distributed on a routccs) within the 
marketing area by a nonpool plant. It is 
necessary to require payments on such 
milk in order to maintain reasonable 
uniformity of cost of milk and equity 
among handlers, and to preserve the 
integrity of the classified price plan for 
milk in the market-wide pool. Accord¬ 
ingly. there is included in 5 1000.70 of 
the order a provision for including in the 
value of milk computed for each pool 
plant a payment (computed at the rates 
set forth in ft 1000 54) on “other source 
milk" received by it and subtracted from 
Class I milk pursuant to i 1000.45 <a) (2) 
and <b) and in 5 1000.62, a provision for 
payment by eoch nonpool plant at the 
same rates for butterfat and skim milk 
disposed of in the form of fluid milk 


products on a routers) in the marketing 
area. 

As pointed out previously, the classified 
price plan and the minimum prices for 
each such class set forth herein will be 
fully effective only on producer milk and 
on plants subject to full regulation under 
the order. However, milk may be dis¬ 
posed of for Class I utilization by and 
from plants not subject to full regula¬ 
tion of the order. Such unregulated 
plants may sell milk in bulk form to pool 
plants that do. In turn, use it in supply¬ 
ing their Class I outlets, or they may sell 
Class I milk directly on routes as defined 
herein. There arc no provisions in the 
order that prohibit any plant from selling 
milk directly or indirectly in the market¬ 
ing area. The problem created by sales 
from unregulated plants similar to those 
just described is that such plants are not 
required by terms of any order to pay 
producers the minimum class prices 
based on the utilization made (and veri¬ 
fied by audit) of the milk. For the rea¬ 
sons set forth In the findings and con¬ 
clusions relative to what plants and what 
milk constitutes the regular and essential 
part of the area's milk supply, some 
means must be found to offset, or neu¬ 
tralize, the cost advantage an unregu¬ 
lated plant will have in disposing of un¬ 
priced milk in the regulated Class I 
market in competition with plants sub¬ 
ject to full regulation under the order. 

The role of the compulsory classifica¬ 
tion system and minimum prices for such 
classes as set forth in a Federal milk 
order is to Insure that the price compe¬ 
tition from reserve and excess milk will 
not break the market price for Class I 
milk, thereby destroying the premium 
prices necessary to encourage Grade A 
production. The end result of that would 
be to destroy producers* incentive to sup¬ 
ply the milk needed by consumers. Be¬ 
cause the classified pricing program of 
the order is applicable only to fully regu¬ 
lated plants, it is necessary to provide 
continued stability of the market by neu¬ 
tralizing any advantages unregulated 
plants may attain with respect to sales in 
the regulated market. 8uch plants have 
a real financial incentive to find means to 
sell excess milk at prices somewhat less 
than current Class I levels so long as the 
price is higher than its value when used 
in manufactured dairy products. If un¬ 
regulated plant operators were allowed 
to dispose of surplus milk for Class I pur¬ 
poses in the regulated marketing area 
without some compensating or neutraliz¬ 
ing provision of the order, it is clear that 
the disposition of such milk, because of 
its price advantage relative to fully regu¬ 
lated milk, would displace the fully regu¬ 
lated milk in Class I uses In the market¬ 
ing area. The plan of Congress, as 
contemplated under the Agricultural 
Marketing Agreement Act of 1937, as 
amended, of returning minimum prices 
to the producers for the regulated mar¬ 
keting area, would be defeated. More¬ 
over, inefficiencies in the marketing of 
milk would be encouraged for the regu¬ 
lated market would obtain its Class I 
milk not from the regular and normal 
supply for the market but from other 
sources of supply generated solely as a 
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result of the price advantage created for 
unregulated milk by the regulation itself. 

The compensatory payments applica¬ 
ble to other source milk disposed of in 
the marketing area from distributing 
plants which are nonpool plants should 
be the same as those applicable to other 
source milk distributed from pool plants. 
It would not be possible to stabilize the 
market under the classified pricing pro¬ 
gram in this market if nonpool plants 
were allowed to distribute unpriced milk 
in the marketing area ^without compen¬ 
satory payments. Harihlers distributing 
such unpriced milk in the marketing 
area have the same opportunity to buy 
milk at the opportunity cost level as do 
the operators of pool plants who pur¬ 
chase other source milk. In addition, 
however, the operator of a nonpool 
plant In all probability has surplus milk 
in his own plant which he would want 
to dispose of on any basis which would 
yield a higher return than the surplus 
value. It would be particularly easy to 
dispose of such milk for Class I use in the 
marketing area by bidding for large con¬ 
tracts such as hospitals, defense estab¬ 
lishments or large institutions. With 
surplus outlets as the alternative, and no 
compensatory payments to make, the 
nonpool handlers would have consider¬ 
able incentive or margin to underbid the 
seller of priced milk for such sales. A 
nonpool plant might also use such price 
advantage in selling his surplus milk to 
Class I outlets for the purpose of estab¬ 
lishing a regular trade on retail or 
wholesale routes to homes and stores in 
the marketing area. The nonpool plant 
might sell up to 25 percent of its Class I 
milk into the marketing area as Class I 
without becoming subject to regulation. 
To allow a nonpool plant to use its sur¬ 
plus milk in this manner for establishing 
a regular trade in the marketing area 
without compensatory payments would 
give him a marked competitive advan¬ 
tage over regulated handlers selling 
priced milk. Such conditions could 
readily lead to disorderly marketing con¬ 
ditions. Providing for some method for 
compensating for. or neutralizing the 
effect of. the advantage created for un¬ 
regulated milk, therefore, is an essential 
and necessary provision of this order. 
The payments required by this order on 
such milk will not bring the operating 
plant under full regulation yet it will 
remove any advantage to the unregu¬ 
lated plant. 

This rate of compensatory payment is 
based on the value of unpriced milk un¬ 
der the conditions existing in the area— 
the difference betw'een the opportunity 
cost of unregulated milk (its value at 
the lowest use) and the price under the 
order for milk going into comparable 
uses. Such a rate of payment based on 
the most economical cost of other source 
milk available to handlers will remove, 
as far as is administratively possible, any 
clear advantage one handler may obtain 
relative to his competitors by obtaining 
unregulated milk and substituting it for 
producer milk in Class L 

By the very nature of fluid milk opera¬ 
tions. as explained earlier, handlers have 
milk that is produced for, but is not uti¬ 
lized as Class I milk. In and around the 
Chattanooga market this surplus milk 


must be used by being processed into 
manufactured dairy products. There¬ 
fore. the opportunity cost of surplus milk 
is its alternative value for manufactur¬ 
ing purposes. It is reasonable to con¬ 
clude that milk could be obtained at 
prices reflecting its value as surplus milk 
in these markets during such times as 
any considerable volume of Grade A milk 
must be disposed of as surplus by un¬ 
regulated plants in that general area. 
Handlers fully regulated under the order 
seeking to purchase unregulated milk 
will naturally resort to the lowest cost 
source from w f hich suitable milk is avail¬ 
able. In fixing the rate of compensa¬ 
tion payment, it is necessary, therefore, 
to determine w hat the lowest cost source 
may be and to base the payment on the 
difference between the cost of such milk 
and the cost of milk priced under the 
order for similar use. At other times, 
the opportunity cost of the cheapest 
other source milk in the general region 
of the Chattanooga market will be re¬ 
flected by the prevailing blend prices 
paid farmers. During such months un¬ 
regulated handlers will be forced by com¬ 
petition to pay fanners approximately 
average blend prices. 

It is concluded, therefore, that during 
the months of March through July 
(when surplus milk may be available in 
substantial volume to the Chattanooga 
market from nonpool sources), the com¬ 
pensatory payment on other source milk 
or milk utilized in Class I should be based 
on the difference between the minimum 
price of producer milk used for surplus 
and the applicable Class I price under 
the Chattanooga order. The Class n 
price established by the order is a fair 
and economic measure of the value of 
milk in surplus uses in the Chattanooga 
area. 

For the months of August through 
February, when milk supplies tend to be 
shorter, it is concluded that (1) other 
source milk is not likely to be available 
to handlers at surplus prices and (2) 
during these months the compensatory 
payment should be based on the differ¬ 
ence between the Class I and the blend 
prices under the order. Generally 
speaking, during these months the re¬ 
lationship between the supply of milk in 
the Chattanooga milkshed area and the 
demand for such milk will tend to fluc¬ 
tuate considezably from year to year ac¬ 
cording to production conditions. Those 
fluctuations will generally tend to be 
similar in Chattanooga, Knoxville, and 
surrounding mllksheds. Thus, the rate 
of compensatory payment based on the 
difference between Class I and blend 
prices will adjust itself automatically in 
these months according to the changes in 
demand for and price of outside supplies. 
If supplies of producer milk are rela¬ 
tively plentiful, unpriced iniik can be 
expected to be cheaper, and therefore, 
the rate of compensatory payment 
should be somewhat higher. On the 
other hand, as milk supplies in the area 
tend to be short, it is to be expected that 
the cost of unregulated milk will in¬ 
crease. Under these circumstances, the 
rate of compensatory payment will bo 
correspondingly less. 

By choosing a rate of compensatory 
payment which reflects the cost of the 


cheapest other source milk which may 
be expected to be available to regulated 
handlers, any advantage to one handler 
relative to others, in obtaining such 
cheap milk and substituting it for pro¬ 
ducer milk in Class I, is removed insofar 
as administratively possible and no 
handler is given the clear opportunity to 
gain an unfair advantage which other¬ 
wise would exist. Although the unfair 
advantage of obtaining other source milk 
is removed by the particular rate of pay¬ 
ment herein provided, nevertheless, if 
other source milk is to be purchased,, the 
incentive for purchasing the cheapest of 
such milk remains, because the lower the 
price which a handier pays for other 
source milk, the low r er will be his total 
cost of purchasing such milk. 

All funds collected from compensatory 
payments should bo added to the pro¬ 
ducer-settlement fund. The handler 
regulated by the order should be obli¬ 
gated to make the compensatory pay¬ 
ment to the producer-settlement fund. 
There will be no difference in actual price 
paid for milk whether the payment is 
made by the regulated handler or by the 
operator of the unregulated plant from 
which the other source milk was ob¬ 
tained. Because the regulated handler 
makes the actual distribution of the milk 
in the marketing area, and because he re¬ 
ports its utilization to the market ad¬ 
ministrator, he is, from the adminis¬ 
trative viewpoint, the logical one to make 
the payment. 

For the reasons set forth later in this 
decision, Class I milk under the order 
is priced at the point where the milk is 
received from producers, hence the com¬ 
pensatory payments on other source milk 
should be computed at the same stage 
of the marketing process to be directly 
comparable. No allowances are made 
in the order for the costs and profits 
of handlers in moving producer milk 
through subsequent stages of market¬ 
ing; neither should they be made for 
other source milk. 

A "handler" should be defined as any 
person in his capacity as the operator 
of one or more pool plants. Such han¬ 
dler is the person to whom the provisions 
of the order are applicable. The handler 
receives the milk and thus must be held 
responsible for reporting the receipt and 
utilization of it. If the milk Is priced, 
he is responsible for paying producers 
the specified minimum prices. The defi¬ 
nition of a handler should include a co¬ 
operative association with respect to 
milk of producers diverted for the ac¬ 
count of such association in accordance 
with 5 1000.6. If a handler also operates 
an unregulated plant(s) In a separate 
building, this definition is not intended 
to include such person In his capacity 
as an operator of such plant(s). This 
definition should include the operators 
of distributing plants and supply plants 
which do not qualify as pool plants and 
producer-handlers in order that they 
may be required to report to the market 
administrator whenever necessary to de¬ 
termine their status. In the case of dis¬ 
tributing plants w'hich are nonpool 
plants by virtue of insufficient sales in 
the marketing area, such reports are nec¬ 
essary to determine the amount payable 
by the operator of such plant on the un- 




962 

priced milk distributed in the marketing 
area. 

''Producer’* should be defined as any 
person other than a producer-handler 
who produces milk in compliance with 
Grade A inspection requirements of a 
duly constituted health authority and 
the milk is received at a pool plant* 
Provision should be made so the milk 
of producers rcgrularly received at a 
pool plant may be diverted for the ac¬ 
count of a handler to a nonpool plant 
any day during the months of March 
through July and on not more than 10 
days during any other months. This will 
allow milk regularly associated with the 
market to be diverted to manufacturers 
during periods of flush production and 
over weekends and holidays when supply- 
demand relationships require some re¬ 
serve milk to be manufactured in plants 
not regulated by an order. Producers 
whose milk Is so diverted will continue 
to receive the uniform price under the 
order and their milk will be available 
for fluid use when needed. Diverted 
milk shall be deemed to have been re¬ 
ceived at the plant from which it was 
diverted. 

••Producer milk" should include all 
skim milk and butterfat contained in 
milk produced by producers and received 
at pool plants directly from producers 
or diverted by a handler from such plant. 

•'Producer-handler" should be defined 
as a person who produces Grade A milk 
under the supervision of any duly con¬ 
stituted health authority, and who oper¬ 
ates a distributing plant In which he 
handles only milk of his own production 
and milk from pool plants which was 
priced at such plant, and all or part of 
which milk is distributed on a route(s) 
within the marketing area as Class I 
milk. A producer-handler should be 
subject to the order only to the extent 
that he must submit reports to the mar¬ 
ket administrator, as required, and 
maintain and make available to the 
market administrator, accounts, records 
and facilities so that the market admin¬ 
istrator may verify that such person Is 
a producer-handler. It would be mean¬ 
ingless to require under the order that a 
producer-handler pay any particular 
price for milk produced on his own farm. 

Classification provisions of the pro¬ 
posed order should provide that any milk, 
skim milk, or cream transferred by a 
handler to a producer-handler should be 
Class I milk. Any supplemental supplies 
of milk which may be obtained from 
other handlers may, by virtue of the type 
of operation involved, be presumed to be 
needed by the producer-handler for fluid 
use and should be classified in the sup¬ 
plying handler's plant as Class I milk. 
A producer-handler may receive milk 
from other handlers and still maintain 
his status os a producer-handler. Pur¬ 
suant to the proposed order, any milk 
which a handler receives from a pro¬ 
ducer-handler would be other source 
milk and would, therefore, be allocated 
to the lowest class utilization at the pool 
plant<s) of a handler after the allocation 
of shrinkage on producer milk. This 
method of allocating producer-handler 
milk will preserve producers' priority on 
the Class I sales in the market. 
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••Other source milk" should be defined 
as all skim milk and butterfat utilized by 
the handler in bis operations except fluid 
milk products received from pool plants. 
Inventory and current receipts of pro¬ 
ducer milk. This includes any nonfluid 
milk products from any source, including 
those produced at the handler's plant 
during the same or an earlier month, 
which are reprocessed or converted to 
other products during the month in the 
plant. Thus, other source milk would 
represent butterfat and skim milk from 
sources not subject to the Class A pricing 
provisions of the attached order. IX such 
other source milk is disposed of in a fluid 
milk product, partial pricing and regu¬ 
lation is provided under compensatory 
payments. Defining other source milk 
in this manner will insure uniformity of 
treatment among ail handlers under the 
allocation and pricing provisions of the 
order. 

(b) Classification of milk . Milk re¬ 
ceived by regulated handlers should be 
classified on the basis of skim milk and 
butterfat according to the form in which, 
or the purpose for which, it is used, as 
either Class I milk or Class II milk. 

A classified-use plan of this type will 
insure that minimum prices for milk 
may be made equal among handlers ac¬ 
cording to use, that a price may be fixed 
for the milk disposed of as Class I at a 
level that will bring forth an adequate 
supply of pure and wholesome milk, and 
that a necessary reserve of quality milk 
may be maintained at all times (and used 
at prices in line with its value when proc¬ 
essed Into manufactured dairy products) 
without disrupting marketing and pric¬ 
ing conditions within and outside the 
established marketing area. 

The products which should be included 
in Class I milk are those generally re¬ 
quired by health authorities in the mar¬ 
keting area to be obtained from milk 
or milk products from approved "Grade 
A'* sources. The extra cost of getting 
quality milk produced and delivered to 
the market In the condition and quanti¬ 
ties required makes it necessary to pro¬ 
vide a price for milk used In Class I 
products somewhat above the ungraded 
or manufacturing milk price. This 
higher price should be at such a level 
that it will yield a blend price to pro¬ 
ducers that will encourage production of 
enough quality milk to meet market 
needs for these fluid milk products. 

Reserve milk not needed seasonally or 
at other times for Class I use must be 
disposed of for use in manufactured 
products. These products are less per¬ 
ishable and must be sold in competition 
with products made from unapproved 
milk. Milk so used should be classified 
as Class n milk and priced In accordance 
with its value in such outlets. 

In accordance with these standards. 
Class I milk should comprise all skim 
milk (including concentrated and recon¬ 
stituted nonfat milk solids) and butter¬ 
fat (1) disposed of in the form of milk, 
skim milk, buttermilk, flavored milk, 
flavored milk and skim milk drinks, yo¬ 
gurt. cream or any mixture in fluid form 
of milk, skim milk and cream (except 
eggnog, ice cream, ice cream and ice milk 
mixes, aerated cream and sterilized 


products contained in hermetically 
sealed containers); and (2) not ac¬ 
counted for as Class II milk. 

Class I products which contain con¬ 
centrated skim milk solids such as skim 
milk drinks and buttermilk to which 
extra solids have been added, or concen¬ 
trated whole milk disposed of for fluid 
use. should be included under the Class I 
milk definition and all the solids therein 
should be priced at the same rate. Prod¬ 
ucts such as evaporated or condensed 
milk packaged in bulk or in hermetically 
sealed cans would not be considered as 
Class I milk. 

Skim milk and butterfat are not used 
in most products in the same proportions 
as contained in the milk received from 
producers, and therefore should be 
classified separately according to their 
separate uses. The skim milk and but¬ 
terfat content of milk products, received 
and disposed of by a handler, can be de¬ 
termined through certain recognized 
testing procedures. Some of these prod¬ 
ucts. such as ice cream and condensed 
products, present a more difficult prob¬ 
lem of accounting in that some of the 
water contained in the milk has been 
removed. 1 1 is necessary, in the case of 
such products, to provide an acceptable 
means of ascertaining the amount of 
skim milk and butterfat contained in, or 
used to produce, these products. This 
may be accomplished through the use 
of adequate plant records made available 
to the market administrator in the case 
of products produced by a handler, or by 
means of standard conversion factors of 
skim milk and butterfat used to produce 
such products In the case of products 
purchased by a handler. The account¬ 
ing procedure to be used in the case of 
any condensed milk product should be 
based on the pounds of milk or skim 
milk required to produce such product. 

Each handler must be held responsible 
for a full accounting of all his receipts 
of skim milk or butterfat in any form. 
A handler who first receives milk from 
producers should be responsible for es¬ 
tablishing the classification of, and mak¬ 
ing payment to producers for, such milk. 
Fixing responsibility in this manner is 
a practice which is followed consistently 
in Federally regulated markets and it is 
necessary herein to administer effec¬ 
tively the provisions of the order. The 
operator of the plant at which milk is 
first received from producers is the per¬ 
son with whom contractual relations 
have been made by producers or their 
representatives. Except for the limited 
quantities of shrinkage which may be 
classified in Class II under the certain 
conditions set forth elsewhere in this 
decision, all skim milk and butterfat 
which is received and for which the han¬ 
dler cannot establish utilization should 
be classified as Class I milk. This pro¬ 
vision is necessary to remove any ad¬ 
vantage to handlers who fail to keep 
complete and accurate records and to 
assure that producers receive full value 
for their milk on the basis of its use. 

All skim milk and butterfat used to 
produce products other than those clas¬ 
sified in Class I milk should be Class II 
milk. Included as Class n milk are 
products such as ice cream, Icc cream 
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mix and other frozen desserts and mixes: 
butter, cheese, including cottage cheese; 
evaporated and condensed milk (plain 
and sweetened): nonfat dry milk solids, 
dry whole milk; condensed or dry butter¬ 
milk; and any other products not speci¬ 
fied as Class I milk. Skim milk and bufc- 
terfat disposed of to commercial food 
product manufacturing plants, other 
thon dairy plants, which do not dispose 
of fluid milk products for fluid consump¬ 
tion. should be Class II milk. The health 
ordinances applicable in the marketing 
area do not require that these products 
be made from locally approved milk. 

Cream placed In storage and frozen 
should be classified as Class II milk. 
Such cream is intended primarily for 
use in ice cream and ice cream and ice 
milk mixes. Skim milk disposed of and 
used as animal feed also should be classi¬ 
fied as Class II. Also, any skim milk 
w hich may need to be dumped should be 
in Class n. Because dumping can be 
verified only by witnessing the action, 
the handler is required to give advance 
notice to the market administrator so he 
may have the dumping witnessed. Any 
frozen cream or other Class II products 
which are used later in a pool plant 
would be considered as other source milk 
at the time of such use and assigned to 
the lowest price utilization In the plant. 

Butterfat and skim milk used to pro¬ 
duce Class II products should be consid¬ 
ered to be disposed of w'hen so used. 
Handlers will need to maintain stock 
records on such products, however, to 
permit audit of their utilization records 
by the market administrator. Class II 
products from any source used in the 
production of products Included in Class 
1 milk should be considered to be a re¬ 
ceipt of other source milk. This will 
maintain priority of assignment of cur¬ 
rent receipts of producer milk to Class I 
utilization. 

Handlers have Inventories of milk and 
milk products at the beginning and end 
of each month which enter Into the ac¬ 
counting for current receipts and utiliza¬ 
tion. Inventory is intended to Include 
stocks on hand of bulk milk, skim milk, 
and cream and bottled milk and other 
fluid milk products designated as Class 
I milk. Manufactured products (Class 
II) on hand are not included in the in¬ 
ventory account because the milk used to 
produce such products will already have 
been accounted for as Class n milk. As 
previously indicated, handlers will need 
to keep stock records of such products 
but they will not be included in inven¬ 
tory for the purpose of accounting for 
current receipts. 

It Is concluded that inventory should 
be accounted for as Class H milk. If 
fluid milk products in inventory are ac¬ 
counted for as Class n milk at the end 
of the month, it will be necessary to 
provide a method to deal with the pro¬ 
ducer milk inventory which is used in 
the current month for Class I purposes 
but which the handler accounted for to 
producers as Class n milk at the end 
of the previous month. In a plant which 
engages primarily in a fluid milk busi¬ 
ness, it is quite possible that a decrease 
in inventory in any given month may 
exceed its total utilization of milk in 


Class IT. Handlers, at times, also use 
other source milk in their operations. 
Producer milk from inventory should 
have prior claim on Class I sales over 
current receipts of other source milk. 
This can be accomplished by considering 
the ending Inventory in one month as a 
receipt in the following month and sub¬ 
tracting such receipt (under the allo¬ 
cation procedure » in series starting with 
Class II milk following the subtraction 
of other source milk. To the extent that 
opening inventory is allocated to Class I 
milk and there was an equivalent 
amount of producer milk classified in 
Class n milk in the previous month 
(after the allocation of other source 
milk) a reclassification charge should be 
made at the difference between the 
Class I price in the current month and 
the Class II price in the preceding month. 
This will promote equality In the cost of 
milk among handlers and returns to 
producers, irrespective of whether or not 
such producer milk is from the previous 
month's ending inventory or is a cur¬ 
rent receipt. 

Shrinkage should be determined by 
subtracting from the total pounds of 
skim milk and butterfat received by the 
handler his total established utilization 
of skim milk and butterfat, respectively, 
in various products. Shrinkage not in 
excess of 2 percent of the handler’s re¬ 
ceipts of skim milk and butterfat from 
producers and other source milk should 
be prorated between producer and other 
source milk on the basis of the pounds 
received from each source. None of the 
shrinkage should be assigned to milk re¬ 
ceived from other pool plants because 
shrinkage on such milk will be allowed 
to the transferring handler. A plant op¬ 
erated in a reasonably cfllcient manner, 
and for w'hich complete and accurate 
records of receipts and utilization are 
maintained, should be able to keep total 
shrinkage at less than 2 percent of to¬ 
tal receipts. It is concluded, therefore, 
that shrinkage not in excess of 2 percent 
of total receipts of producer milk and 
other source milk should be classified as 
Class II milk; any in excess of this quan¬ 
tity should be classified as Class I milk. 

Transfers. Classification of butterfat 
and skim milk used in the production of 
Class n milk items should be considered 
to have been established when the prod¬ 
uct is made. Classification of Class I 
milk should be established when the but¬ 
terfat or skim milk is disposed of. How¬ 
ever, since some Class I items may be 
disposed of to other plants for process¬ 
ing, separate classification procedures 
should be prescribed for transfers to 
other plants. 

Milk, skim milk, cream or other prod¬ 
ucts designated as Class I milk trans¬ 
ferred by a handler to the plant of an¬ 
other handler, except that of a producer- 
handler. should be classified as Class I 
milk unless both handlers indicate in 
their reports to the market administra¬ 
tor that they desire such milk to be clas¬ 
sified as Class II milk. However, if Class 
II is claimed, sufficient Class H utiliza¬ 
tion must be available at the transferee 
plant for such assignment after prior 
allocation of shrinkage and other source 
milk. Furthermore, the assigning to 
classes must be such as will result in the 


maximum amount of producer milk of 
both handlers being assigned to Class I 
milk. These actions will carry out the 
recognized principle that the highest- 
valued uses should be assigned first to 
the milk of regular producers. 

In order to reduce the administrative 
expense of verifying the use of milk or 
skim milk transferred great distances, 
transfers of milk or skim milk to plants 
250 miles or more from the City Hall or 
Chattanooga, Tennessee (by the shortest 
hard-surfaced highway distance) should 
be Class I in all cases. The costs in¬ 
volved in transporting milk or skim milk 
in fluid form such a distance are such 
that it would not be economically fea¬ 
sible to move the milk farther for Class 
II disposition. 

Cream presents a somewhat different 
problem because its value is so much 
greater in relation to its bulk that it may 
be transported long distances for manu¬ 
facture. In order to provide for such 
transfer and at the same time provide 
reasonable assurance that the butterfat 
is being classified according to use. it 
should be provided that cream may be 
Class n if the following conditions are 
met; (l) The transferring handler re¬ 
quests such a classification, (2) it is 
clearly labeled as manufacturing grade 
cream and the shipment is so Invoiced, 
(3) if the operator of the nonpool plant 
maintains books and records of utiliza¬ 
tion at the plant which arc made avail¬ 
able on request of the market Adminis¬ 
trator for verification of usage, (4) if 
prior notice of the intended shipment is 
furnished to the market administrator, 
and <5) the nonpool plant used an equiv¬ 
alent amount of skim milk and butterfat 
in the use indicated. 

The more common form of transfer to 
a nonpool plant Is the movement of ex¬ 
cess milk to nearby manufacturing 
plants. It is provided that transfers of 
milk, skim milk, or cream from a pool 
plant to a nonpool plant located within 
a radius of 250 miles of the City Hall in 
Chattanooga. Tennessee, be Class I un¬ 
less Class II use is affirmatively estab¬ 
lished. Evidence of Class II use consists 
of a certification by the pool plant oper¬ 
ator that the transfer w^as intended for 
Class II use, and verification by the mar¬ 
ket administrator of the records made 
available by the nonpool plant operator 
to establish that the milk was utilized 
for manufacturing purposes. 

Allocation. Because the order class 
prices apply only to producer milk, it is 
necessary, if a pool plant has butterfat 
or skim milk other than that received 
In producer milk, to determine the 
quantities of milk in each class to be 
assigned to current receipts from pro¬ 
ducers. The milk of producers should be 
assigned the Class I utilization first. 
This is necessary to Insure the effective¬ 
ness of the classified pricing program of 
the order. The system of assigning 
utilization of milk to receipts from dif¬ 
ferent sources which will carry out this 
objective is set forth in detail in the 
order. 

In general this procedure requires that 
skim milk and butterfat, respectively, re¬ 
maining in each class be assigned to 
producer milk by making the following 
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deductions from the gross utilization of 
each handler starting with Class n milk, 
except as otherwise noted: 

<1) Class n shrinkage of producer 
milk; 

(2) Other source milk; 

<3) Beginning inventory: 

(4) Receipts from other handlers (ac¬ 
cording to classification); and 

t5) Overage. 

Since uniform prices paid producers by 
each handler are to be calculated 
monthly, the assignment of utilization 
described above should be carried out 
with respect to all milk received during 
each month. To apply a shorter ac¬ 
counting period would place an account¬ 
ing and reporting burden upon handlers 
and increase the cost of administering 
the order. 

(c) Class prices . In order to restore 
and maintain orderly marketing condi¬ 
tions in the Chattanooga. Tennessee, 
area, minimum Class I and Class II 
prices for producer milk must be estab¬ 
lished at levels that will reflect economic 
conditions affecting the market supply 
and demand for milk or its products and 
assure the maintenance of a supply of 
quality milk adequate for the needs of 
the market. The enabling act requires 
that minimum prices established by Fed¬ 
eral milk orders meet this standard. An 
important point in this requirement is 
that the prices shall be at level that 
over a reasonable period of time, due 
consideration being given the need for 
a reserve of milk and the seasonal varia¬ 
tion in production, the supply of milk 
meeting the quality standards of a mar¬ 
ket will be about equal to the needs of 
the market for milk of that quality. This 
means, in turn, that the minimum prices 
provided for in the order can be related 
to general economic conditions, but can¬ 
not be maintained out of line with such 
conditions. If producer prices are too 
low, not enough milk of acceptable qual¬ 
ity will be produced to supply fully the 
Class I needs of the market. If such 
prices arc too high, on the other hand, 
milk production will be over stimulated 
and fluid consumption will tend to be 
curtailed. These actions would cause 
more milk to be produced than is needed 
to supply the demand for Class I milk. 
Including the necessary reserves, and 
would eventually result in the shifting 
of agricultural resources toward the pro¬ 
duction of unnecessary and uneconomic 
surpluses and this would depress the 
blend price to producers. 

The concept of adjusting minimum 
class prices in response to changes hi 
supply and demand conditions, and 
thereby influencing production of milk 
through consequent changes In pro¬ 
ducers’ blend prices, has wider geograph¬ 
ical implications today than in the past. 
In earlier days producers were limited 
to supplying milk to local markets be¬ 
cause of inadequate transportation fa¬ 
cilities and the local nature of health 
regulations and milk distribution sys¬ 
tems. Today the technological advances 
in milk production, including the wide¬ 
spread use of milk cooling equipment on 
farms: the rapid motor transportation 
from farms to a number of cities in¬ 
stead of one or two, especially through 
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the advent of bulk farm tank milk pick¬ 
up: the increased efficiency of milk 
processing equipment and plants; the 
increasing importance of paper contain¬ 
ers for packaging milk; the use of refrig¬ 
erated delivery trucks; the sale of milk 
through vendors and stores in distant 
cities; and the corollary trend among 
health authorities approving sources of 
milk derived from a wider supply area 
under agreements for reciprocal inspec¬ 
tion—all these factors enable milk to 
be transported and sold long distances 
from the point of production and proc¬ 
essing. Record testimony shows that 
these economic developments and trends 
have and are influencing the marketing 
organization and price structure for pro¬ 
ducer milk and for fluid milk products 
in the Chattanooga, Tennessee area. 
Producers and handlers alike recognized 
the Influence of these trends and devel¬ 
opments in many ways, most significant 
of which was the continued reference to 
the need for aligning any prices to be 
included in the order with prices cur¬ 
rently being paid in such markets as 
Knoxville and Nashville, Tennessee, both 
of which presently are regulated by Fed¬ 
eral milk orders, and such non-Fedcrally 
regulated areas as Atlanta, Georgia, and 
Birmingham. Alabama. 

Representatives of the producers’ as¬ 
sociation visualized the Class I pricing 
problem as one of alignment between two 
Federally-regulated markets to the 
North < Knoxville and Nashville) and two 
markets to the South regulated by State 
milk control programs (Atlanta. Georgia, 
and Birmingham. Alabama). These four 
markets are located within a radius of 
113 to 138 miles of Chattanooga. They 
contended that appropriate alignment of 
Chattanooga prices with the Georgia and 
Alabama State milk control price struc¬ 
ture is necessary to forestall loss of the 
available supplies of producer milk to 
those markets; appropriate alignment 
with Nnoxvillc and Nashville is necessary 
to forestall loss of Class I sales of the 
Chattanooga market to lower-priced milk 
from those areas. On the basis of these 
criteria, producers requested a Class I 
differential of $2.00 per hundredweight 
over the basic formula price for all 
months of the year. In support of this 
level, producers cited the facts that: (1) 
The Class I differential in the Knoxville 
order is $1.50 over a basic formula price 
all months of the year, (2) the cost of 
transporting milk from KnoxvUle to 
Chattanooga is about 25 cents per hun¬ 
dredweight. and (3) the supply-demand 
adjustment in the Knoxville order has 
increased the Class I price In that mar¬ 
ket by an average of 25 cents per hun¬ 
dredweight each month since the 
provision has been In effect. 

Handlers’ testimony was that the basic 
formula price, the Class I differential and 
the Class I butterfat differential should 
be Identical with those contained in the 
Knoxville order, at least until such time 
as adequate market-wide data arc avail¬ 
able for the Chattanooga market to de¬ 
velop an independent basis for pricing 
Class I milk. The primary basis for this 
pricing plan is the fact that a major 
handler in the Chattanooga area pur¬ 
chases his entire supply of producer milk 


under the pricing provisions of the Knox¬ 
ville order. Furthermore, they felt such 
a price level is in reasonable alignment 
with the Class I price level in the Nash¬ 
ville, Tennessee, order plus the cost of 
transporting bulk milk from Nashville 
to Chattanooga. 

The record supports the necessity for 
a proper alignment of both class prices 
and the producer blend price with those 
prevailing in surrounding markets. The 
problem then reduces itself to this: 
With what markets should the Chatta¬ 
nooga area be aligned to insure a proper 
level and relationship of prices, and how 
can that alignment be achieved? 

With respect to the need for aligning 
Class I prices in Chattanooga with those 
prevailing In the four surrounding mar¬ 
kets mentioned above, record evidence 
indicates that prices paid under the 
State milk control plans of Georgia and 
of Alabama have a far less significant 
effect in Inducing or prompting shifts of 
producers between such markets and 
Chattanooga than is the case between 
the Chattanooga market and the Fed¬ 
erally-regulated markets of Knoxville 
and Nashville. During the last few 
years, for example, only a few milk pro¬ 
ducers located in Tennessee have been 
able to shift their sales to distributors 
located in Georgia, even though the 
Class I price levels in the Western Milk- 
shed of Georgia have been higher than 
Chattanooga area prices. 

As a practical matter, then, in seeking 
a base for price alignment, it is necessary 
to turn to the Nashville, and more 
especially, the Knoxville markets. The 
Class I prices in these markets ore estab¬ 
lished at a specified level over a basic 
manufacturing milk value. These levels 
are adjusted by a measure of local supply 
of milk relative to Class I sales In the 
Knoxville area at present and will be so 
adjusted soon in the Nashville area. 

As between the two areas, the Chat¬ 
tanooga market is much more closely 
related to Knoxville than the Nashville 
area, both in sales of fluid milk and in 
procurement of milk from producers. 
The milk supply areas of Chattanooga 
and Knoxville ore intermingled—both 
markets drawing producers from Lou¬ 
don, Monroe, Meigs and McMinn Coun¬ 
ties, Tennessee. Furthermore, many 
producers of ungraded milk arc located 
in the over-lapping production area be¬ 
tween the Knoxville and Chattanooga 
markets. Also, there is direct competi¬ 
tion between Chattanooga and Knoxville 
handlers in the sale of fluid milk prod¬ 
ucts as milk moves south from Knoxville 
(in and through Chattanooga and into 
Georgia) and north from Chattanooga 
to Knoxville. The relationship with the 
Nashville area is not so direct and inter¬ 
mingled as that with Knoxville. 

The Class I price in the Knoxville 
market Js calculated by adding a Class I 
differential of $1.50 to a ’’basic formula 
price" for the preceding month. This 
price is subject to increase or decrease 
within specific limits, in the event local 
supply and demand relationships vary 
beyond a normal range. The Class I 
pricing formula for the Chattanooga 
marketing area should reflect the addi¬ 
tional cost of transportation from the 
KnoxvUle marketing area to Chat- 
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tanooga. This will be in conformance 
with the long-time relationship between 
prices in Knoxville and Chattanooga, 
and will reflect the higher location value 
of Class I milk which tends to rise from 
the major production areas in the Cen¬ 
tral United States to the South and East. 
Based on these normal considerations 
and the cost of transporting alternative 
supplies from Knoxville to Chattanooga, 
it is concluded that the Class I price in 
Chattanooga should be about 25 cents a 
hundredweight higher than the Class I 
price in Knoxville on an annual basis 
under normal supply-demand relation¬ 
ships in each market. It appears that 
such a Class I price level in Chattanooga 
would also be in appropriate alignment 
with the Class I pricing formula in the 
Nashville area. 

The Class I price level in the Nashville 
market is lower than that existing in 
Knoxville. During 1953 and 1954, for ex¬ 
ample. the Class I price (including pre¬ 
miums) in Knoxville averaged about 34 
cents a hundredweight higher than the 
corresponding price in Nashville. Offi¬ 
cial notice is taken of the Class I prices 
regularly announced by the market ad¬ 
ministrator for the Knoxville and Nash¬ 
ville marketing areas. During the period 
January-November 1955, the average 
Class I price for Knoxville exceeded the 
average Class I price for Nashville by 45 
cents per hundredweight. Furthermore, 
under the provisions of the order pro¬ 
posed herein, milk fully priced under any 
Federal milk order will be enabled to 
move Into the Chattanooga area without 
being subject to any compensatory pay¬ 
ments. Under the circumstances, it is 
necessary to keep the Chattanooga Class 
I price in appropriate alignment with 
that prevailing in Nashville in order not 
to create an incentive for handlers to 
cut oil local producers who would re¬ 
ceive the Chattanooga Class I price and 
procure milk on a regular basis from 
plants regulated by the Nashville order. 

The effective price of Class I milk in 
the Chattanooga area should not, over 
any extended period of time, exceed the 
cost of regular dependable supplies of 
Grade A milk from alternative sources. 
On the other hand, the record indicates 
that a level of prices lower than those 
prevailing In markets to the north and 
west will not attract sufficient milk from 
local sources to meet the requirements of 
the markets. 

Because of the lack of comprehensive 
and accurate market information, it is 
extremely difficult to determine from this 
record the exact relationship between 
producer receipts and Class I sales of 
regulated handlers during any periods. 
It is clear that more information is 
needed before an automatic supply- 
demand adjustment could be developed 
from local information. It is recognized, 
however, that the Class I price in both 
the Knoxville and Nashville areas is sub¬ 
ject to adjustment by a supply-demand 
formula. Under the circumstances, it is 
quite possible that changes in the Class I 
price level in these markets, brought on 
by a supply-demand adjustment, may 
cause some variations in price relation¬ 
ships between Chattanooga and Knox¬ 
ville and Nashville. However, it is 
concluded that, among ail alternatives. 
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the best choice is to permit the specified 
Chattanooga area Class I price level to 
remain effective as set forth above until 
such time as information gathered under 
terms of the order proposed herein can 
provide a basis for a local supply-demand 
adjustment. Such a Class I price level 
in Chattanooga also will be as properly 
aligned with current Class I prices in 
Knoxville and Nashville, plus transporta¬ 
tion and hauling to Chattanooga, as is 
possible to establish at this time. 

If experience indicates that the pro¬ 
posed level, or the basis or method of 
pricing, fails to bring forth a satisfactory 
level of producer milk receipts in the 
marketing area, it will be appropriate to 
re-examine these provisions in conjunc¬ 
tion with the complete marketing infor¬ 
mation that will become available after 
the order has been In effect. In any 
event, after the accumulation of at least 
one-year*s data, the basis or method of 
pricing should be rc-examlned at a pub¬ 
lic hearing called for that purpose. For 
this reason the Class I price structure 
adopted herein will be effective for a pe¬ 
riod of only eighteen months. A period 
of eighteen months after the effective 
date of this order should be sufficient 
time to develop the needed data relating 
to the Chattanooga market and to re¬ 
examine the pricing mechanism and 
price level for Chattanooga in light of 
the economic evidence accumulated un¬ 
der the Chattanooga order. 

Class II prices . Every fluid milk mar¬ 
ket needs a “reserve” supply of Grade A 
milk to meet day to day fluctuations in 
receipts from producers and in Class I 
sales. In the Chattanooga area, as in 
other fluid milk markets, consumers de¬ 
sire adequate and dependable supplies 
of Class I products in quantities which, 
while they vary considerably on a daily 
basis, do not change greatly from season 
to season. Milk producers on the other 
hand, because of the seasonal variations 
in milk production, generally deliver 
more milk during the spring and sum¬ 
mer months than during the fall and 
winter months. The result is that han¬ 
dlers must process on a year-round basis 
the reserve milk, and during the months 
of flush production quantities of seasonal 
excess into various manufactured prod¬ 
ucts. Since milk going into these prod¬ 
ucts must be paid for at the Class H 
price, this price should be fixed at a 
level which will induce handlers to ac¬ 
cept and market whatever quantities of 
such milk may be offered from month 
to month by the producers who provide 
the market's regular fluid supply. It 
is of equal importance to establish a 
price that will return producers full 
value for their milk. The Class II prices 
recommended herein will permit the eco¬ 
nomical conversion of reserve milk into 
manufactured products. 

All products included in Class n may 
be made from unapproved milk. Ap¬ 
proved milk which may be used in such 
products by regulated handlers in the 
Chattanooga area should be priced in 
line with the cost of alternative supplies 
of milk or milk products used by dairy 
products manufacturers in this general 
area. 

Many handlers In the proposed area 
have limited facilities for handling any 
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milk above that needed for their fluid 
operations. A few handlers manufac¬ 
ture such by-products as cottage cheese 
and ice cream mix, principally for the 
needs of their own trade. The remain¬ 
ing milk not needed for fluid distribu¬ 
tion must be transferred or diverted 
from the plant at which it is usually re¬ 
ceived to a plant having adequate 
facilities. 

The producers* cooperative association 
recently constructed a large milk plant 
for the processing of any milk, surplus 
to the needs of handlers or the market. 
Butter and powder are the primary prod¬ 
ucts of this plant. The variety of 
products Into which surplus milk is man¬ 
ufactured contributes to the value of 
such milk insofar as each product offers 
an alternative outlet. 

Prices paid by manufacturing plants 
may differ because of changes in the rela¬ 
tive prices of the products which they 
manufacture. Handlers will tend to dis¬ 
pose of surplus milk to those plants pay¬ 
ing the highest price at the time of such 
disposal. Because of small volume and 
inefficient means ol handling, some han¬ 
dlers may. at times, incur losses in han¬ 
dling their necessary supply of reserve 
milk. The handling of such reserve milk 
Is necessary and incidental, however, to 
the handling of fluid milk products. 

During the months of flush production, 
milk should be priced at the rate at 
which seasonal reserves will not disrupt 
the orderly marketing of all milk. The 
level of such pricing, however, should not 
be below that paid for ungraded milk, 
since such prices represent the lowest 
value in the milkshed for milk used for 
manufacturing purposes. Handlers who 
need and desire the entire output of pro¬ 
ducers during periods of short supply 
should assume the responsibility of pay¬ 
ing producers at least the competitive 
manufacturing prices for Class II milk 
during the months of flush production. 
Accordingly, the Class II price for the 
months of February through August 
should be the average of the prices paid 
for milk received from dairy farmers by 
selected manufacturing plants in the 
area. The four plants whose pay prices 
should be so used are: Kraft Foods Com¬ 
pany, Fayetteville. Tennessee: Pet Milk 
Company, Greenevllle. Tennessee; Car¬ 
nation Company, Murfreesboro, Tennes¬ 
see; and Borden Company, Lewisburg, 
Tennessee. These plants arc the princi¬ 
pal buyers of ungraded milk in the pro¬ 
duction area of the proposed marketing 
area. 

During the months of short production 
(September through January), a higher 
level of prices for Class n milk should 
be provided in order to encourage the 
transfer or allocation of available sup¬ 
plies of milk from manufacturing uses 
to fluid uses. During the months of 
September through January, therefore, 
the Class n price should be the higher 
of either (1) the price computed pur¬ 
suant to a butter-nonfat dry milk solids 
formula which will reflect changes in the 
value of manufactured products in the 
general area and on the national market 
or (2) the average of the prices paid by 
the four local manufacturing plants 
mentioned above. The butter-powder 
formula is identical with that used for 
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the same purpose in the Knoxville. Ten¬ 
nessee. marketing area. The calculations* 
with respect to butter. Rive appropriate 
allowances for the costs of manufactur¬ 
ing butter, for the overrun involved, and 
for the pounds of butterfat contained in 
the milk. The calculations, with respect 
to spray and roller nonfat dry milk. Rive 
appropriate allowances for the costs of 
manufacturing, for the pounds of solids 
obtained from a hundredweight of skim 
milk, and for the pounds of skim milk in 
a hundredweight of milk containing 4.0 
percent butterfat. 

In orejer that the Class II price may 
be kept in line with current changes in 
manufacturing values, the prices paid 
for manufacturing milk and the central 
market prices for butter and nonfat 
milk solids during the current month 
should be used for determining the Class 
II price under the order. 

Location differentials. Class I milk 
products, because of their bulky, perish¬ 
able nature, incur a relatively high trans¬ 
portation cost if such products or the 
milk used to produce them is moved a 
considerable distance. Milk delivered 
directly by farmers to plants in or near 
the urban centers in the defined market¬ 
ing area is therefore worth more to a 
handler than milk which is received 
from farmers at a plant located many 
miles from the market. This Is so be¬ 
cause in the latter instance the handler 
must incur the additional costs of mov¬ 
ing that milk into the central market. 
The producer, in turn, receives less for 
milk delivered to points distant from the 
central market in lieu of incurring the 
additional costs of hauling his milk into 
the central market. Under these condi¬ 
tions the value of producer milk deliv¬ 
ered to plants located some distance 
from the central market is reduced in 
proportion to the distance (and cost of 
transporting such milk) from the point 
of receipt to the central market. 

In order to allow for the cost of mov¬ 
ing Class I milk from distant plants that 
are. or might become, regular sources 
of supply for Chattanooga, it is neces¬ 
sary to establish the Class I price for 
milk delivered to plants at a point in the 
marketing area and then provide a 
schedule of deductions from the Class I 
milk price as location differentials or ad¬ 
justments. The city of Chattanooga is 
the principal consuming area and. at the 
same time, represents a central point at 
which producer prices should be the 
highest. Accordingly, the distances used 
in determining the location differentials 
should be measured from the City Hall 
of Chattanooga. Tennessee, and should 
apply at plants located 65 miles or more 
away by the shortest hard-surfaced 
highway distance as determined by the 
market administrator. 

The rates should begin with 15 cents at 
plants located in the 65-75 mile zone 
and be 1.5 cents more for each additional 
10 miles or fraction thereof as measured 
from the City Hall in Chattanooga. 
Handlers can be expected to move milk 
Into the market in the most efficient and 
feasible manner. In the Chattanooga 
marketing area this means hauling in 
bulk by tank truck. The location differ¬ 
entials proposed herein are based on the 
record data relating to the actual cost 
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of hauling milk by bulk tank from out¬ 
lying plants into the marketing area. 
They also arc comparable with those 
contained in other Federal milk market¬ 
ing orders. The rates should apply in 
each market to all milk assigned to or 
otherwise classified as Class I. 

A method is provided for determining, 
if necessary, the priority of milk from 
various plants in allocating milk to Class 

I for purposes of computing the aggre¬ 
gate of location adjustments to be 
allowed. Such adjustments would be 
made for each handler in sequence be¬ 
ginning with those plants nearest 
Chattanooga. 

The value of milk used in manufac¬ 
tured dairy products is affected little. If 
any, by the location of the plant receiv¬ 
ing and processing such milk < in contrast 
to the situation with respect to Class I 
fluid milk products). This phenomenon 
occurs because of a very significant dif¬ 
ference in the costs of transporting the 
two types of dairy products—fluid milk 
products are bulky, whereas such manu¬ 
factured products as butter, powder, and 
cheese, for example, have a high value 
relative to the cost of transporting them. 
Hence, prices for Class II products vary 
little as distance from the consuming 
market becomes greater. These phe¬ 
nomena are borne out in the record by 
noting the tendency for comparable 
prices to be paid for ungraded milk going 
into similar uses in different parts of the 
Tennessee milkshcds. Accordingly, no 
adjustment should be made in the Class 

II price for reason of location of the 
plant to which the producer milk is 
delivered. 

In line with the economic considera¬ 
tions which affect the value of milk for 
fluid market uses when it is delivered 
by farmers to plants located some dis¬ 
tance from the consuming market, it 
is necessary and appropriate that the 
uniform prices paid producers delivering 
milk to plants to which location differ¬ 
entials apply also should be reduced by 
the same rate applicable to Class I milk 
to reflect the lower value of such milk 
f. o. b. the point of actual delivery (in 
contrast to its value when delivered to 
plants in the marketing area). 

Butterfat differentials. In an earlier 
section of this decision it was concluded 
that butterfat and skim milk should be 
accounted for separately for classifica¬ 
tion purposes. It will be necessary, 
therefore, to adjust Class I and Class II 
milk prices in accordance with the aver¬ 
age test of milk in each class by a butter¬ 
fat differential that will reflect differ¬ 
ences of value due to variations in the 
butterfat content in each product. As 
pointed out earlier in this decision, the 
basing point from which such adjust¬ 
ments are made should be 4 0 percent 
butterfat. This is the basing point used 
In the Federal milk marketing areas with 
which the Chattanooga market must be 
aligned. Since the actual cost to a han¬ 
dler for a given quantity of milk will be 
the same regardless of what basing point 
Is used, it seems desirable to have them 
stated in terms comparable with those 
used for most of the other milk distrib¬ 
uted in nearby areas. 

Because of the necessity for appro¬ 
priate price alignment, the butterfat 


differentials for Class I milk. Class n 
milk and uniform price to producers 
should be equivalent to the values pro¬ 
vided in nearby Federal order markets 
for adjusting the specified prices for 
variations in butterfat content. This Is 
necessary and desirable since the level of 
class prices proposed in this decision are 
in alignment with those in the nearby 
regulated market of Knoxville, Tennes¬ 
see. For each one-tenth of one percent 
of butterfat above or below 4.0 percent, 
the Class I price would be increased or 
decreased, respectively, by the value ob¬ 
tained by multiplying the Chicago but¬ 
ter price for the preceding month by 
0.13. The Class n butterfat differential 
would be determined by multiplying the 
Chicago butter price for the current 
month by 0.115. The butterfat differ¬ 
ential used in making payments to pro¬ 
ducers should be calculated by multiply¬ 
ing the Chicago butter price during the 
month by 0.12. 

The use of butterfat differentials in 
this manner follows standard practices 
in most fluid milk markets for adjusting 
for butterfat variations. In order that 
the Class I butterfat differentials may be 
announced early each month, it is pro¬ 
vided that the Class I differential be 
based on the average price of butter in 
the preceding month. This will permit 
the announcement of the Class I differ¬ 
ential at the same time that the Class I 
price is announced. 

Class II prices and butterfat differ¬ 
entials will not be announced until after 
the end of the month. Although han¬ 
dlers will not know the cost of such milk 
as it is utilized, they will know that their 
cost will follow that of their principal 
competitors for manufactured outlets. 

The producer butterfat differential in 
no way affects the differentials used in 
calculating a handler’s obligation at class 
prices but merely prorates returns among 
producers whose milk differs in butter- 
fat test. 

Payments to producers —(a) Type of 
pool. The order should provide that the 
proceeds from the sale of milk in both 
classes by all handlers be combined and 
distributed to producers through a 
M markct-w1de" type of equalization pool. 
Under this type of pool each producer 
will receive minimum prices that arc uni¬ 
form with those received by all produc¬ 
ers delivering milk to the Chattanooga 
area, subject of course, to butterfat and 
location differentials. The "blend” price, 
and the “base*' and “excess" prices dur¬ 
ing the months of March through July, 
will be a weighting of the proportions of 
all producers' milk paid for at Class I 
and Class II prices, and will. In effect, 
return to each producer his share of the 
sales of the market. 

In the Chattanooga market the Chat¬ 
tanooga Area Milk Producers Associa¬ 
tion. the proponent producers* coopera¬ 
tive association, has for many years sold 
the milk of its member-producers un¬ 
der a classification pricing and pooling 
plan generally founded on the same* 
principles as underlie market-wide 
equalization of producer prices under a 
Federal milk order program. The pro¬ 
ceeds from the sale of milk under the 
cooperative price plan were combined 
and distributed through a cooperative- 
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wide pool of their producers. Under the 
marketing conditions and the organiza¬ 
tional structure of the industry, in this 
market, it is clear that the market-wide 
type of equalization pool is a necessary 
part of any effective program to estab¬ 
lish and maintain orderly marketing and 
pricing conditions. 

A market-wide pool will permit any 
handler to bid on such business as that 
offered by military and government in¬ 
stallations and other public institutions 
and to obtain the supplies for such sales 
without upsetting the market whenever 
the business might shift from one han¬ 
dler to another. 

Several handlers in the market are 
not equipped to process reserve and sur¬ 
plus milk in their own plants. Conse¬ 
quently. they must shift any surplus that 
arises in their plants to other plants for 
manufacture. It is imperative, there¬ 
fore, that a pool be established that will 
provide for an equitable sharing, par¬ 
ticularly during the flush production 
season, of the lower returns that are 
inevitable with an adequate and neces¬ 
sary reserve of milk. Because many 
plants do not have facilities for proc¬ 
essing reserve and surplus milk, the 
adoption of an individual-handler pool, 
wherein plants operating on a Class I 
basis pay a higher blend price than those 
who carry the reserve needs of the mar¬ 
ket. would automatically deter handlers 
from handling such milk or from 
equipping their plants for that purpose. 
The burden of carrying the necessary 
reserve supplies of milk would continue 
to be shouldered by only a part of the 
producers who share in the year around 
Class I sales in the area. 

The producers’ cooperative association 
owns a milk processing plant and as¬ 
sumes the responsibility for, and markets 
some of. the reserve and surplus milk. A 
market-wide pool will facilitate the 
movement of milk supplies by the asso¬ 
ciation between handlers to meet their 
individual needs or to those nonpool 
processing plants that can make the 
most efficient use of such milk. These 
factors, taken in conjunction with the 
variations in amount of reserve supplies 
among plants, all support the adoption 
of a market-wide pooL 

Base-excess plan. A base and excess 
plan of distributing among producers 
returns for milk should be employed in 
connection with the market-wide pool 
established herein. Although data with 
respect to receipts of milk are Inade¬ 
quate to determine the exact seasonal 
variation for the marketing area, the 
record evidence does indicate that re¬ 
ceipts vary widely relative to Class I 
sales between the summer and winter 
months. In addition, some handlers 
have difficulty in utilizing efficiently all 
milk delivered to them during periods of 
seasonally high production. Conse¬ 
quently. there is a need for an added 
incentive to maintain production in the 
fall and winter months relative to that 
of the spring and summer months. Base 
and excess plans are effective means of 
improving the seasonal pattern of milk 
deliveries because they relate producer 
returns directly to delivery of additional 
milk in the fall and winter as compared 
No. 28-7 


with usual deliveries in the spring and 
summer. 

The market has a history of producer 
participation In base-excess plans and 
both producers and handlers indicated 
their approval of this type of incentive 
for encouraging more even seasonal 
production. 

The base-excess plan proposed herein 
would establish for each producer a base 
equal to his average dally deliveries dur¬ 
ing the five months of September 
through January. If a producer did not 
deliver milk to the market during the 
entire period, the days of actual delivery 
from the first day of delivery but not 
less than 120 would be used. 

During the months March through 
July separate uniform prices would be 
computed for base milk and excess milk 
for the purpose of allocating Class I sales 
first to base milk. Base milk would be 
that quantity of milk delivered by each 
producer up to his average dally base 
multiplied by the number of days in the 
month during which he delivers milk to 
any pool plant. The excess milk price 
would be the Class II price except in 
those months when the total Class I sales 
exceed the fbtal quantity of base milk. 
During such months the excess milk 
price would be a blend of Class I and 
Class n usage of excess milk. Provision 
is made for producers who may enter the 
market after the start of the base-form¬ 
ing period to establish a full base by 
delivering milk a minimum of 120 days 
during the specified period. Producers 
delivering milk for less than 120 days 
will have their bases calculated by divid¬ 
ing their total deliveries during the base¬ 
forming period by 120. The base-oper¬ 
ating period (when payments are made 
for base milk and excess milk) should be 
limited to the 5-month period, March- 
July. These are the months in which 
the production of milk and the use of 
surplus processing facilities combine to 
create difficult marketing conditions. 

Any producer should be permitted to 
transfer his entire base provided the 
market administrator is given advance 
notice and the transfer is made as of the 
first of a month. Permitting bases to be 
so transferred will alleviate situations 
wherein a producer discontinues the pro¬ 
duction of milk belore the end of the 
base-paying period of March-July. Such 
a provision will give a producer added 
incentive to increase production during 
the Septcmber-Jonuary period because 
he can benefit from all the base he can 
establish even though he discontinues 
milk production in the spring. This ac¬ 
tion will encourage a more level pattern 
of seasonal production, and is. therefore, 
compatible with the need for and the 
purposes of a base-excess plan. 

It was proposed that a cooperative 
association be assigned the collective 
base of its members so that such base 
might be pooled. Under this arrange¬ 
ment any under-base deliveries by one 
member could be used to benefit other 
members who delivered over-base milk. 

This proposal docs not conform with 
the primary purpose of the base-excess 
plan, namely to encourage even produc¬ 
tion. There is little reason to believe 
that any individual producer-member of 


an association would make a serious ef¬ 
fort to increase fall production solely for 
the benefit of the other members. Nor 
does the fact that other members would 
receive base prices for over-base deliv¬ 
eries appear to give them added incentive 
to level production. It might, in fact, 
have the opposite effect 

(b) Payments to individual producers 
and to members of cooperative associa¬ 
tions. Handlers should make payments 
to onch producer for milk delivered by 
such producer at the appropriate uni¬ 
form price. Provision also has been 
made for partial payments to producers 
on or before the last day of each month 
for milk delivered during the first 15 days 
of that month. Payments due any pro¬ 
ducer for milk should be paid by the 
handler to a cooperative association that 
makes a written request for such pay¬ 
ments if the producer has given the co¬ 
operative association written authoriza¬ 
tion, in the form of a contract or in any 
other form, to collect such payments. 
The association’s request should also 
agree to indemnify the handler for any 
loss incurred because of an improper 
claim. In making such payments for 
producer milk to a cooperative associa¬ 
tion the handler should, at the same 
time, furnish the cooperative association 
with a statement showing the name of 
each producer for whom payment is 
being made to the cooperative associa¬ 
tion, the volume and average butterfat 
content of milk delivered by each such 
producer, and the amount of and rea¬ 
sons for any deductions which the han¬ 
dler withheld from the amount payable 
to each producer. This statement is nec¬ 
essary so the cooperative association can 
make proper distribution of the money 
it collects to the producer-members for 
whom it makes collections. 

Qualified cooperative associations of 
dairymen, if they so request, should be 
permitted to receive payment from 
handlers for their producer-members as 
a group. A provision authorizing han¬ 
dlers to make payment directly to such 
qualified cooperative associations for 
milk received from producer-members is 
necessary to enable the associations to 
carry out their essential functions 
authorized by the enabling act. A co¬ 
operative association, if it is to carry out 
these essential functions, must have full 
authority in the collective bargaining 
and selling of members’ milk. 

The record shows that the coopera¬ 
tive association operating in the Chatta¬ 
nooga area markets surplus producer 
milk during months of flush production. 
This milk may be sold within or outside 
the marketing area or used within the 
association's own plant. Such sales or 
use may result in financial losses or 
gains to the association, hence the as¬ 
sociation must be In a position to spread 
such losses or gains over the entiro 
membership if it is to handle such milk 
effectively and efficiently. The Agricul¬ 
tural Marketing Agreement Act author¬ 
izes a qualified association to collect pay¬ 
ments on behalf of all its members for 
milk caused to be marketed by such as¬ 
sociation and to reblend the entire sales. 
The order should provide that payment 
to such a cooperative association is a 
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proper satisfaction of the payments re¬ 
quired by the order to be made to 
Individual producer-members. 

(c) Producer^settlement fund. Since 
the amount which the order requires a 
particular handler to pay for his milk 
may be more or less than the amount he 
is required to pay to producers or co¬ 
operative associations, some method of 
balancing these amounts is necessary. 
A producer-settlement fund should be 
established for this purpose. All han¬ 
dlers who are required to pay more for 
their milk on the basis of their utiliza¬ 
tion than they are required to pay to 
producers or cooperative associations 
should pay the difference into the pro¬ 
ducer-settlement fund; and ail handlers 
who are required to pay more to pro¬ 
ducers or cooperative associations than 
they are required to pay for their milk 
on the basis of utilization should receive 
the difference from the producer-settle¬ 
ment fund. Amounts paid into and out 
of the producer-settlement fund for this 
purpose will be equal, except for minor 
differences that may result from round¬ 
ing of uniform prices. In order to permit 
this rounding of prices, to allow for un¬ 
avoidable delays in receiving payments 
from handlers, and to permit payments 
to be made to any handler which audit 
by the market administrator reveals is 
due such handler from the producer- 
settlement fund, a reasonable reserve 
should be held in the producer-settle¬ 
ment fund at all times. The reserve, 
which would be adjusted each month, is 
established in the attached order at not 
less than four nor more than five cents 
per hundredweight of producer milk in 
the pool for the month. The unobligated 
balance remaining in the fund from the 
preceding month would be added to the 
values used in calculating the uniform 
prices each month. The amount of the 
reserve should be sufficient to enable the 
producer-settlement fund to perform its 
function efficiently. 

If. at any time, the balance in the 
producer-settlement fund Is insufficient 
to cover payments due to all handlers 
from the producer-settlement fund, pay¬ 
ments to such handlers should be re¬ 
duced uniformly per hundredweight of 
milk. The handlers may then reduce 
payments to producers by an equivalent 
amount per hundredweight. Amounts 
remaining due such handlers from the 
producer-settlement fund should be paid 
as soon as the balance In the fund is suf¬ 
ficient, and handlers should then com¬ 
plete payments to producers. In order 
to reduce the possibility of this occur¬ 
ring. milk received by any handler who 
has not made payments required of 
him into the producer-settlement fund 
should not be considered in the compu¬ 
tation of the uniform price in subse¬ 
quent months until such handler has 
completed all delinquent payments. 

<e) Other administrative provisions . 
Certain other provisions are needed in 
the order to carry out the administra¬ 
tive steps necessary to accomplish the 
purposes of the proposed regulation. 

Terms and definitions. In addition to 
the definitions discussed earlier in this 
decision which define the scope of the 
regulation, certain other terms and defi¬ 
nitions arc desirable in the interest of 
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brevity and to assure that each usage 
of the term implies the same meaning. 
Definitions for base and excess milk are 
Included. Other terms defined in tho 
proposed order, such as “Act", “Secre¬ 
tary", “Department of Agriculture", 
“Person", “Cooperative association”, and 
“Chicago butter price", are common to 
many other Federal milk orders. 

Market Administrator . Provision 
should be made for the appointment by 
the Secretary of a market administrator 
to administer the order and to set forth 
the powers and duties for such agency 
essential to the proper functioning of 
his office. 

Records and reports. Provisions should 
be included in the order to advise han¬ 
dlers that they are required to maintain 
adequate records of their operations and 
to make the reports necessary to estab¬ 
lish classification of producer milk and 
payments due for such milk. Time 
limits must be prescribed for filing such 
reports and for making payments to 
producers. Dates must also be estab¬ 
lished for the announcement of prices 
by the market administrator. 

It should be provided that the market 
administrator report to each coopera¬ 
tive association, which so requests, the 
amount and class utilization of milk 
received by each handler from producers 
who are members of such cooperative 
association. For the purpose of this 
report, the utilization of members’ milk 
In each handler’s plant will be prorated 
to each class in the proportion that total 
receipts of producer milk were used in 
each class by such handler. In addition 
to the regular reports of handlers, pro¬ 
vision is made for the handler, prior to 
the diversion of the milk of a producer, 
to notify the market administrator and 
the cooperative association, if such pro¬ 
ducer is a member of an association, of 
his intention to divert such milk. These 
reports are necessary If a cooperative 
association or the market administrator 
are to carry out marketing services for 
producers. 

Handlers should maintain and make 
available to the market administrator ail 
records and accounts of their operations, 
and such facilities as are necessary to 
determine the accuracy of the infor¬ 
mation reported to the market admin¬ 
istrator as he may deem necessary or any 
other Information upon which the classi¬ 
fication of producer milk depends. The 
market administrator must likewise be 
permitted to check the accuracy of 
weights and tests of milk and milk prod¬ 
ucts received and handled and to verify 
all payments required under the order. 

It Is necessary that handlers retain 
records to prove the utilization of the 
milk received from producers and that 
proper payments were made therefor. 
Since the books of all handlers asso¬ 
ciated with the market cannot be audited 
immediately after the milk has been de¬ 
livered to a plant. It is necessary that 
such records be kept for a reasonable 
period of time. 

The order should provide for specific 
limitations of the time that handlers 
should be required to retain their books 
and records and of the period of time 
in which obligations under the order 
should terminate. Provision made in 


this regard Is identical In principle with 
the general amendment made to all milk 
orders In operation on July 30, 1947, fol¬ 
lowing the Secretary’s decision of Janu¬ 
ary 26. 1949 (14 F. R. 444>. That deci¬ 
sion covering the retention of records 
and limitations of claims is equally ap¬ 
plicable in this situation and is adopted 
as a part of this decision. 

Expenses of administration. Each 
handler should be required to pay the 
market administrator as his pro rata 
share of the cost of administering the 
order not more than 4 cents per hundred¬ 
weight or such lesser amounts as the 
Secretary may. from time to time, pre¬ 
scribe on (a) producer milk (including 
such handler’s own production), ib) 
other source milk in pool plants which 
is allocated to Class I milk and (c) Class 
I milk disposed of in the marketing area 
(except to a pool plant) from a nonpool 
plant. 

The market administrator must have 
sufficient funds to enable him to admin¬ 
ister properly the terms of the order. 
The act provides that such cost of ad¬ 
ministration shall be financed through 
an assessment on handlers. One of the 
duties of the market administrator is to 
verify the receipts and disposition of 
milk from all sources. Equity in sharing 
the cost of administration of the order 
among handlers will be achieved, there¬ 
fore. by applying the administrative as¬ 
sessment to all producer milk (Including 
handlers* own production) and other 
source milk allocated to Class I milk. 

Plants not subject to the classifica¬ 
tion and pricing provisions of the order 
may distribute limited quantities of 
'Class I milk in the marketing area. 
These plants must be checked to verify 
their status under the order. Assess¬ 
ment of administrative expense on such 
milk sold In the marketing area will help 
defray the costs of such checking. 

In view of the anticipated volume of 
milk and the costs of administering or¬ 
ders in markets of comparable circum¬ 
stances. it Is concluded that an initial 
rate of 4 cents per hundredweight is 
necessary to meet the expenses of ad¬ 
ministration. Provision should be made 
to enable the Secretary to reduce the 
rate of assessment below the 4 cents per 
hundredweight maximum without ne¬ 
cessitating an amendment to the order. 
This should be done at any time expe¬ 
rience in the market reveals that a 
lesser rate will produce sufficient revenue 
to administer the order properly. 

Marketing services. A provision 
should be included In the order for fur¬ 
nishing market services to producers, 
such as verifying the tests and weights 
of producer milk and furnishing market 
information. These should be provided 
by the market administrator and the 
cost should be borne by the producer 
receiving the service. If a cooperative 
association is performing such services 
for any member producers and is ap¬ 
proved for such activities by the Secre¬ 
tary, the market administrator may 
accept this in lieu of his own service. 

There is need for a marketing service 
program in connection with the admin¬ 
istration of the order in this area. Or¬ 
derly marketing will be promoted by 
assuring individual producers that pay- 
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ments received for their milk are In 
accordance with the pricing provisions 
of the order and reflect accurate weights 
and tests of such milk. To accomplish 
this fully, it is necessary that the butter- 
fat tests and weights of individual pro¬ 
ducer deliveries of milk as reported by 
the handler be verified for accuracy. 

An additional phase of the marketing 
service program is to furnish producers 
with correct market information. Ef¬ 
ficiency in the production, utilization 
and marketing of milk will be promoted 
by the dissemination of current informa¬ 
tion on a market-wide basis to all pro¬ 
ducers. 

To enable the market administrator 
to furnish these marketing services, pro¬ 
vision should be made for a maximum 
deduction of 6 cents per hundredweight 
with respect to receipts of milk from 
producers for whom he renders market¬ 
ing services. This maximum rate of de¬ 
duction is the same as the maximum 
rate provided for in the Knoxville and 
Nashville marketing areas. If later ex¬ 
perience indicates that marketing serv¬ 
ices can be performed at a lesser rate, 
provision Is made for the Secretary to 
adjust the rate downward without tho 
necessity of a hearing. 

General findings, (a) The proposed 
marketing agreement and the order, and 
all of the terms find conditions thereof, 
will tend to effectuate the declared pol¬ 
icy of the act : 

<b> The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
act are not reasonable in view of the 
price of feeds, available supplies of feeds 
and other economic conditions which af¬ 
fect market supply of and demand for 
milk in the marketing area, and the 
minimum prices specified In the pro¬ 
posed marketing agreement and the or¬ 
der are such prices as will reflect the 
aforesaid factors, insure a sufficient 
quantity of pure and wholesome milk 
and be in the public interest: and 

(c) The proposed order will regulate 
the handling of milk in the same manner 
as, and will be applicable only to persons 
in the respective classes of industrial and 
commercial activity specified in a mar¬ 
keting agreement upon which a hearing 
has been held. 

Rulings on proposed findings and con¬ 
clusions. Briefs were filed on behalf of 
certain interested parties in the market. 
The briefs contained suggested findings 
of fact, conclusions and arguments with 
respect to the proposals discussed at 
the hearing. Every point covered In the 
briefs was carefully considered along 
with the evidence In the record in mak¬ 
ing the findings and reaching the con¬ 
clusions hereinbefore set forth. To the 
extent that such suggested findings and 
conclusions contained in the briefs are 
inconsistent with the findings and con¬ 
clusions contained herein, the request to 
make such findings or to reach such con¬ 
clusions is denied. 

Recommended marketing agreement 
and order . The following order is rec¬ 
ommended as the detailed and appropri¬ 
ate means by which the foregoing 
conclusions may be carried out. The rec¬ 
ommended marketing agreement is not 
Included in this decision because the 


regulatory provisions thereof would be 
identical with those contained in the 
order. 

DEFINITIONS 

$ 1000.1 Act. "Act" means Public 
Act No. 10. 73d Congress, as amended, 
and as re-enacted and amended by the 
Agricultural MarkUng Agreement Act of 
1937. as amended (7 U. 6. C. 601 ct seq.). 

S 1000.2 Secretary. "Secretary” 
means the Secretary of Agriculture or 
any officer or employee of the United 
States authorized to exercise the powers 
and to perform the duties of the Secre¬ 
tary of Agriculture. 

I 1000.3 Department of Agriculture. 
"Department of Agriculture" means the 
United States Department of Agriculture 
or any other Federal agency that may be 
authorized by Act of Congress or by 
executive order to perform the price re¬ 
porting functions of the United States 
Department of Agriculture. 

S 1000.4 Chattanooga, Tennessee, 
marketing area. "Chattanooga. Ten¬ 
nessee, marketing area", hereinafter 
called the "marketing area", means all 
of the territory included within the 
boundaries of Hamilton. McMinn and 
Bradley Counties, all in tho State of 
Tennessee. 

5 1000.5 Person . "Person” means 
any individual, partnership, corporation, 
association or any other business unit. 

I 1000.6 Producer. "Producer" means 
any person except a producer-handler 
who produces milk in compliance with 
Grade A inspection requirements of a 
duly constituted health authority which 
milk is received during the month at a 
pool plant: Provided . That If such milk is 
diverted from a pool plant by a handler 
to a nonpool «plant for his account any 
day during the months of March through 
July or on not more than 10 days during 
any other month, the milk so diverted 
shall be deemed to have been received 
by the diverting handler at a pool plant 
at the location of the plant from which 
diverted. "Producer" docs not mean any 
dairy farmer with respect to milk re¬ 
ceived at a plant partially exempted from 
the provision of this order pursuant to 
i 1000.61. 

i 1000.7 Pool plant. "Pool plant" 
means any: 

<a) Milk distributing plant approved 
or recognized by any health authority 
having Jurisdiction in the marketing 
area for the receiving or processing of 
Grade A milk and from which Class I 
milk equal to not less than 50 percent 
of its receipts of producer milk and fluid 
milk products from other pool plahts is 
disposed of during the month on a 
routo(s) and from which Class I milk 
equal to not less than 20 percent of total 
Class I milk is disposed of during the 
month on a route (s) in the marketing 
area. 

<b) Milk supply plant which ships 
fluid milk products approved by any 
health authority having jurisdiction in 
the marketing area as eligible for dis¬ 
tribution under a Grade A label in a 
volume equal to not less than 50 percent 
of its receipts of milk (from dairy farm¬ 


ers who would be producers if tills plant 
qualifies as a pool plant) during the 
month to a plant specified in paragraph 
(a) of this section: Provided. That any 
plant which qualifies as a supply plant 
in each of the months of August through 
February in the manner prescribed in 
tills section shall be designated as a pool 
plant for the following months of March 
through July: And provided further , 
That any such plant may withdraw from 
pool plant status Tor any month in Uic 
March-July period if the operator of 
such plant files with the market admin¬ 
istrator prior to the first day of such 
month a written request for such with¬ 
drawal. 

§ 1000.8 Nonpool plant . "Nonpool 
plant" means any milk plant other than 
a pool plant. 

1 1000.9 Handler. "Handler” means: 
(a) Any person In his capacity as the 
operator of one or more pool plants: or 
<b> a cooperative association with re¬ 
spect to milk of producers diverted for 
the account of such association from a 
pool plant to a nonpool plant in accord¬ 
ance with the provisions of l 1000.6. 

t 1000.10 Producer-handler. "Pro¬ 
ducer-handler" means any person who 
produces Grade A milk under the super¬ 
vision of any duly constituted health 
authority, and who operates a distrib¬ 
uting plant in which he processes milk 
from his own production and milk from 
pool plants regulated hereunder, dis¬ 
tributing all or a portion of such milk 
within the marketing area as Class I 
milk, but who deceives no milk from 
producers. 

I 1000.11 Producer milk. "Producer 
milk" means only that skim milk and 
butterfat contained in milk (a) received 
at the pool plant directly from producers, 
or (b) diverted from a pool plant to a 
nonpool plant (except a nonpool plant 
which Is fully subject to the pricing pro¬ 
visions of another order issued pursuant 
to the act) in accordance with the pro¬ 
visions Of l 1000.6. 

$ 1000.12 Fluid milk product. "Fluid 
milk product" means milk, skim milk, 
buttermilk, flavored milk, flavored milk 
and skim milk drinks, yogurt, cream or 
any mixture in fluid form of milk, skim 
milk and cream (except sterilized prod¬ 
ucts packaged in hermetically sealed 
containers, eggnog. Ice cream and ice 
milk mix and aerated cream). 

5 1000.13 Other source milk. "Other 
source milk" means all skim milk and 
butterfat contained in: 

(a> Receipts during the month of said 
milk products except (1) fluid milk prod¬ 
ucts received from pool plants, or (2) 
producer milk; and 

<b) Products, other than fluid milk 
products, from any source (including 
those produced at the plant) which are 
reprocessed" or converted to another 
product in the plant during the month. 

i 1000.14 Route. "Route" means any 
delivery (including delivery by a vendor 
or a sale from a plant or plant store) of 
milk or any milk product classified as 
Class I milk pursuant to I 1000.41 (a> 





970 

other than a delivery to any milk 
processing plant. 

§ 1000.15 Cooperative association. 
"Cooperative association 4 * means any co¬ 
operative association of producers which 
the Secretary determines, after applica¬ 
tion by the association: 

(a) To be qualified under the provl- 
sloas of the act of Congress of February 
18. 1922. as amended, known as the 
"Capper-Volstead Act**; and 

tb) To have and to be exercising full 
authority in the sale 6t milk of its 
members. 

$ 1000.16 Chicago butter price . 
•‘Chicago butter price" means the simple 
average, as computed by the market ad¬ 
ministrator. of the dailj wholesale selling 
prices (using the midpoint of any price 
ran^e as one price) per pound of 92-score 
hulk creamery butter at Chicago as re¬ 
ported during the month by the Depart¬ 
ment of Agriculture. 

5 1000.17 Base milk . "Base milk" 
means milk received at pool plants from 
a producer during any of the months of 
March through July which is not in ex¬ 
cess of such producer’s daily average 
base computed pursuant to f 1000.90, 
multiplied by the number of days in such 
month. 

§ 1000.18 Excess milk. "Excess milk" 
means milk received at pool plants from 
a producer during any of the months of 
March through July which is in excess 
of the base milk of such producer for 
such month, and shall include all milk 
received during such months from a pro¬ 
ducer for whom no daily average base 
can be computed pursuant to § 1000.90. 

MARKET ADMINISTRATOR 

§ 1000.25 Designation. The agency 
for the administration of this part shall 
be a market administrator, selected by 
the Secretary, who shall be entitled to 
such compensation as may be determined 
by. and shall be subject to removal at the 
discretion of, the Secretary. 

9 1000.26 Powers . The market ad¬ 
ministrator shall have the following 
powers with respect to this part: 

<a> To administer Its terms and pro¬ 
visions; 

<b> To make rules and regulations to 
effectuate its terms and provisions; 

<c> To receive, investigate, and report 
to the Secretary complaints of violations; 
and 

<d> To recommend amendments to the 

Secretary. 

§ 1000.27 Duties . The market admin¬ 
istrator shall perform all duties neces¬ 
sary to administer the terms and 
provisions of this part, including, but not 
limited to the following: 

(a) Within 30 days following the date 
on which he enters upon his duties, or 
such lesser period as may be prescribed 
by the Secretary, execute and deliver to 
the Secretary a bond, effective as of the 
date on which he enters upon his duties 
and conditioned upon the faithful per¬ 
formance of such duties, in an amount 
and with surety thereon satisfactory to 
the Secretary; 
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fb) Employ and fix the compensation 
of such persons as may be necessary to 
enable him to administer its terms and 
provisions; 

<c) Obtain a bond in a reasonable 
amount and with reasonable surety 
thereon covering each employee who 
handles funds entrusted to the market 
administrator; 

(d> Pay out of the funds received pur¬ 
suant to § 1000.86: (1) The cost of his 
bond and of the bonds of his employees, 

(2) his own compensation, and <3> all 
other expenses, except those incurred 
under § 1000 85 necessarily incurred by 
him in the maintenance and function¬ 
ing of his office and in the performance 
of his duties; 

<e) Keep such books ahd records as 
will clearly reflect the transactions pro¬ 
vided for in this section, and upon re¬ 
quest by the Secretary, surrender the 
same to such other person as the Secre¬ 
tary may designate; 

(f) Publicly disclose to handlers and 
producers, at his discretion, unless 
otherwise directed by the Secretary, by 
posting in a conspicuous place in his 
office and by such other means as he 
deems appropriate, the name of any 
handler w’ho. after the date on which 
he Is required to perform such acts, has 
not made reports pursuant to §§ 1000.30 
and 1000.31 or payments pursuant to 
§f 1000 80 through 1000.86; 

<g> Submit his books and records to 
examination by the Secretary and fur¬ 
nish such information and reports as 
may be requested by the Secretary; 

( h> On or before the 12th day after 
the end of each month, report to each 
cooperative association which so re¬ 
quests, the percentage of producer milk 
delivered by members of such associa¬ 
tion which was used in each class by 
each handler receiving sueh milk. For 
the purpose of this report the milk so 
received shall be prorated to each class 
in accordance with the total utilization 
of producer milk by such handler ; 

<i> Verify all reports and payments of 

each handler by audit if necessary, of 
such handler's records and the records of 
any other handler or person upon whose 
utilization the classification of skim milk 
and butterfat for such handler depends; 
and by such other means as are 
necessary; 

<J > Prepare and make available for the 
benefit of producers, consumers, and 
handlers, general statistics and informa¬ 
tion concerning the operation of this 
order which do not reveal confidential 
information; and 9 

<k) On or before the date specified 
publicly announce, by posting in a con¬ 
spicuous place in his office and by such 
other means as he deems appropriate, 
and mail to each handler at his last 
know r n address a notice of. the follow r ing; 

(1) The 5th day of each month, the 
Class I milk price and the Class I butter- 
fat differential, both for the current 
month; and the Class II milk price, and 
the Class II butterfat differential, both 
for the preceding month, and 

<2> The 10th day of each month, the 
uniform prices, computed pursuant to 
§§ 1000.71 and 1000.72. and the producer 


butterfat diJTcrential, both for the pre¬ 
ceding month. 

REPORTS, RECORDS AND FACILITIES 

? 1000.30 Reports of sources and 
utilization . On or before the 6th day 
after the end of each month each han¬ 
dler. except a producer-handler, shall re¬ 
port for each of his pool plants for such 
month to the market administrator in 
the detail and on forms prescribed by the 
market administrator as follows: 

(a) The quantities of skim milk and 
butterfat contained In; 

<1> Producer milk; 

<2> Fluid milk products received from 
other pool plants; 

(3) Other source milk; 

(4) Inventories of fluid milk products 
on hand at the beginning of the month; 
and 

(5) The utilization of all skim milk 
and butterfat required to be reported 
pursuant to this paragraph, including 
separate statements as to the disposi¬ 
tion of Class I milk outside the marketing 
area, and inventories of fluid milk prod¬ 
ucts on hand at the end of the month. 

1 1000.31 Other reports, fa) Each 
producer-handler shall make reports to 
the market administrator at such time 
and in such manner as the market ad¬ 
ministrator may prescribe; 

(b) Each handler, except a producer- 
handler. shall report to the market ad¬ 
ministrator, In the detail and on forms 
prescribed by the market administrator: 

(1) On or before the 6th day of each 
of the months of April through August, 
the aggregate quantity of base milk re¬ 
ceived at his pool plant(s) for the pre¬ 
ceding month. 

*2) On or before the 20th day after 
the end of the month, for each of his 
pool plants, his producer payroll for such 
month which shall show for each pro¬ 
ducer: (i) His name and address, <ii> the 
total, pounds of milk received from such 
producer, including for the months of 
March through July, the pounds of ba*e 
milk. Uii) the days for which milk was 
received from such producer if less than 
the entire month. (lv> the average but¬ 
terfat content of such milk, and <v> the 
net amount of such handler's payment 
to the producer, together with the price 
paid and the amount and nature of any 
deductions. 

<3> On or before the day prior to 
diverting producer milk pursuant to 
§ 1000 6. his intention to divert such 
milk, the date or dates of such diversion 
and the nonpool plant to which such 
milk is to be diverted, and 

<4> Such other information with re¬ 
spect to his sources and utilization of 
butterfat and skim milk as the market 
administrator may prescribe. 

f 1000.32 Records and facilities. Each 
handler shall maintain and make avail¬ 
able to the market administrator during 
the usual hours of business such accounts 
and records of his operations and such 
facilities as are necessary for the market 
administrator to verify or establish the 
correct data for each month with respect 
to: 

<a> The receipt and utilization of all 
skim milk and butterfat handled in any 
form; 
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<b) The weights and tests for butter- 
fat and other content of all products 
handled; 

<c) The pounds of skim milk and but- 
terfat contained in or represented by all 
items of products on hand at the begin¬ 
ning and end of each month; and 

<d> Payments to producers, including 
any deductions authorized by producers 
and disbursement of money so deducted. 

8 1000.33 Retention of records . All 
books and records required under this 
part to be made available to the market 
administrator shall be retained by the 
handler for a period of three years to 
begin at the end of the calendar month 
to which such books and records per¬ 
tain: Provided , That if, within such 
three-year period, the market adminis¬ 
trator notifies the handler in writing 
that the retention of such books and 
records, or of specified books and records, 
is necessary in connection with a pro¬ 
ceeding under section 8c (15) (A) of the 
act or a cdurt action specified In such 
notice, the handler shall retain such 
books and records, or specified books and 
records, until further written notifica¬ 
tion from the market administrator. In 
either case, the market administrator 
shall give further written notification to 
the handler promptly upon the termina¬ 
tion of the litigation or when the records 
are no longer necessary in connection 
therewith. 

CLASSIFICATION OF MILK 

8 1000.40 Skim milk and butter/at to 
be classified . The skim milk and butter- 
fat to be reported for pool plants pur¬ 
suant to f 1000.30 (a) shall be classified 
each month pursuant to the provisions 
of 88 1000.41 through 1000.45. 

8 1000.41 Classes of utilization. Sub¬ 
ject to the conditions set forth in 
88 1000.42 through 1000.45. the classes 
of utilization shall be as follows: 

(a) Class I milk . Class I milk shall be 
all skim milk and butterfat (1) disposed 
of from the plant in the form of fluid 
milk products, except those classified 
pursuant to paragraph (b) (3) of this 
section, and (2) not specifically ac¬ 
counted for as Class n milk; and 

<b> Class II milk . Class II milk shall 
be all skim milk and butterfat il > used 
to produce any product other than a 
fluid milk product: (2) contained in in¬ 
ventories of fluid milk products on hand 
at the end of the month: (3> skim milk 
disposed of and used for livestock feed 
or skim milk dumped subject to prior 
notification to and inspection (at his 
discretion) by the market administrator: 
and (4) in shrinkage not to exceed 2 
percent, respectively, of the skim milk 
and butterfat contained in producer milk 
(except that diverted pursuant to 
8 1000.6) and other source milk: Pro - 
tided , That if shrinkage of skim milk 
or butterfat is less than such 2 percent 
it shall be assigned pro rata to the skim 
milk or butterfat contained In producer 
milk (except that diverted pursuant to 
8 1000.6) and other source milk re¬ 
spectively. 

8 1000.42 Responsibility of handlers . 
All skim milk and butterfat to be clas¬ 
sified pursuant to this order shall be 


classified Class I milk, unless the han¬ 
dler who first receives such skim milk 
and butterfat establishes to the satis¬ 
faction of the market administrator that 
it should be classified as Class II milk. 

8 1000.43 Transfers, (a) Skim milk 
and butterfat transferred to a pool plant 
of another handler (except a producer- 
handler) in the form of fluid milk prod¬ 
ucts shall, to the extent required, be 
classified so as to result in the maximum 
assignment of the producer milk of both 
handlers to Class I milk. Any addi¬ 
tional amounts of skim milk and butter¬ 
fat shall be classified Class I milk, un¬ 
less the operators of both plants claim 
utilization thereof in Class II milk in 
their reports submitted pursuant to 
8 1000.30: Provided. That the skim milk 
or butterfat so assigned to Class II milk 
for any month shall be limited to the 
respective amounts thereof remaining in 
Class n milk for such month at the pool 
plant's) of the receiving handler after 
the subtraction of other source milk pur¬ 
suant to 8 1000.45; 

(b) Skim milk and butterfat trans¬ 
ferred to the plant of a producer-han¬ 
dler in the form of fluid milk products, 
shall be classified Class I milk: 

(c) Skim milk and butterfat trans¬ 
ferred or diverted in bulk form as milk 
or skim milk to a nonpool milk plant 
shall be classified Class I milk unless, 

(1) the transferee-plant is located less 
than 250 miles from the City Hall in 
Chattanooga, Tennessee, by the shortest 
hard-surfaced highway distance, os de¬ 
termined by the market administrator, 

(2) the transferring or diverting handler 
claims classification in Class II milk in 
his report submitted to the market ad¬ 
ministrator pursuant to 8 1000.30 for the 
month within which such transaction 
occurred. (3) the operator of the non¬ 
pool plant maintains books and records 
showing the utilization of all skim milk 
and butterfat at such plant which arc 
made available if requested by the mar¬ 
ket administrator for the purpose of ver¬ 
ification, and (4) not less than an 
equivalent amount of skim milk and 
butterfat was actually utilized in the non- 
pool plant in the use Indicated in such 
report: Provided , That if it is found 
that an equivalent amount of skim milk 
and butterfat was not actually used 
in such plant during the month in such 
indicated use. the pounds transferred 
In excess of such actual use shall be 
classified Class I milk: and 

<d) Skim milk and butterfat trans¬ 
ferred in bulk form as cream to a non¬ 
pool plant shall be classified Class I milk 
unless, (1) the transferring handler 
claims classification in Class n milk in 
his report submitted to the market ad¬ 
ministrator pursuant to 8 1000.30. (2) the 
handler attaches tags or labels to each 
container of such cream bearing the 
words “for manufacturing uses only" and 
the shipment is so invoiced. (3) the han¬ 
dler gives the market administrator suf¬ 
ficient notice to allow him to verify such 
shipment. <4) the operator of the non¬ 
pool plant maintains books and records 
showing the utilization of all skim milk 
and butterfat' at such plant which ore 
made available If requested by the mar¬ 
ket administrator for the purpose of 


verification, and (5) not less than an 
equivalent amount of skim milk and 
butterfat was actually utilized in the 
nonpool plant in the use indicated In such 
report: Provided, That if it is found that 
an equivalent amount of skim milk and 
butterfat was not actually used in such 
plant during the month In such indi¬ 
cated use, the pounds transferred In ex¬ 
cess of such actual use shall be classified 
Class I milk. 

8 1000.44 Computation of skim milk 
a7id butterfat in each class . For each 
month, the market administrator shall 
correct for mathematical and other ob¬ 
vious errors, the reports submitted by 
each handler pursuant to 8 1000.30 and 
compute the total pounds of skim milk 
and butterfat respectively, in Class I milk 
and Class n milk at all of the pool plants 
of such handler: Provided , That the skim 
milk contained in any product utilized, 
produced, or disposed of by the handler 
during the month shall be considered to 
be an amount equivalent to the nonfat 
milk solids contained in such product, 
plus all of the water originally associated 
with such solids. 

8 1000 45 Allocation of skim milk and 
butterfat classified, (a) The pounds of 
skim milk remaining in each class after 
making the following computations each 
month with respect to the pool plant(s) 
of each handler, shall be the pounds of 
skim milk in such class allocated to the 
producer milk of such handler for such 
month. 

(1) Subtract from the total pounds of 
skim milk in Class II milk the shrinkage 
of skim milk in producer milk classified as 
Class II milk pursuant to 8 1000.41 <b), 

(2) Subtract from the pounds of skim 
milk remaining in Class n milk the 
pounds of skim milk in other source milk 
which was not subject to the Class I 
pricing provisions of an order issued pur¬ 
suant to the act: Provided , That if the 
pounds of skim milk to be subtracted are 
greater than the remaining pounds of 
skim milk in Class n milk, the balance 
shall be subtracted from the pounds of 
skim milk in Class I milk, 

(3) Subtract from the pounds of skim 
milk remaining in Class II milk the 
pounds of skim milk in other source 
milk which was subject to the Class I 
pricing provisions of another order is¬ 
sued pursuant to the act: Provided , That 
if the pounds of skim milk to be sub¬ 
tracted are greater than the remaining 
pounds of skim milk in Class II milk, the 
balance shall be subtracted from the 
pounds of skim milk in Class I milk, 

(4) Subtract from the pounds of 
skim milk remaining in Class n milk 
the pounds of skim milk contained in 
Inventories of fluid milk products on 
hand at the beginning of the month: 
Provided » That if the pounds of skim 
milk in such inventory exceed the re¬ 
maining pounds of skim milk In Class 
n milk the balance shall be subtracted 
from the pounds of skim milk remaining 
in Class I milk, 

(5) Subtract the pounds of skim milk 
In fluid milk products received from 
pool plants of other handlers from the 
pounds of skim milk remaining In the 
class to which assigned, pursuant to 
8 1000.43 (a). 






972 


PROPOSED RULE MAKING 


<6> Add to the pounds of skim milk 
remaining in Class II milk the pounds 
of skim milk subtracted pursuant to 
subparagraph <1 > of this paragraph, 

(7> If the pounds of skim milk re¬ 
maining in all classes exceed the pounds 
of skim milk in milk received from pro¬ 
ducers. subtract such excess from the 
pounds of skim milk remaining in the 
various classes in series beginning with 
Class n milk. Any amount so sub¬ 
tracted shall be known as 'overage”. 

<b) Determine the pounds of butterfat 
in each class to be allocated to producer 
milk in the manner prescribed in para¬ 
graph <a) of this section for determining 
the allocation of skim milk to producer 
milk; and 

<c) Add the pounds of skim milk and 
the pounds of butterfat in each class cal¬ 
culated pursuant to paragraphs <a) and 
<b> of this section and determine the 
percentage of butterfat in the producer 
milk allocated to each class. 

MINIMUM TRICES 

5 1000.50 Basic formula price. The 
basic formula price per hundredweight 
(computed to the nearest cent) to be 
used in determining the price for Class I 
milk pursuant to 8 1000.51 (a) shall be 
the highest of the prices per hundred¬ 
weight for milk of 4.0 percent butterfat 
content computed pursuant to para¬ 
graph (a). <b>. or (c) of this section, or 
i 1000.51 (b) (D. 

(a) To the arithmetical average of the 
basic (or field) prices reported to have 
been paid or to be paid per hundred¬ 
weight for milk of 3.5 percent butterfat 
content received from farmers during the 
month at the following plants or places 
for which prices have been reported to 
the market administrator or to the De¬ 
partment of Agriculture on or before the 
6th day after the end of the month: 

Company and Location 

Borden Co.. Mount Pleanant, Mich. 

Borden Co., New London. WUk 
B orden Co . Orfordvlllc. Wl*. 

Carnation Co.. Oconomowoo, WU. 

Carnation Co.. Richland Center. Wia. 
Carnation Co.. Sparta. Mich. 

Pet Milk Co.. Belleville. Wla. 

Pet Milk Co.. CoopervUle. Mich. 

Pet Milk Co.. Hudaon. Mich 
Pet Milk Co.. New Oiarua. Wla, 

Pet MUk Cb.. Wayland. Mich. 

White House Milk Co.. Manitowoc. WU. 
White House Milk Co.. West Bend. WU. 

and an amount computed by multiplying 
the butterfat differential computed pur¬ 
suant to i 1000.73. by 5. 

< b) The price per hundredweight com¬ 
puted as follows: 

(1) Multiply the Chicago butter price 
by 6; 

<2> Add an amount equal to 2.4 times 
the arithmetical average of the weekly 
prevailing price per pound of "Twins'* 
during the month on the Wisconsin 
Cheese Exchange at Plymouth, Wiscon¬ 
sin: Provided , That if the price of 
"Twins” Is not quoted on such Exchange, 
the weekly prevailing price per pound of 
"Cheddars” shall be used; and 

(3) Divide by 7. add 30 percent there¬ 
of. and then multiply by 4 . 

(O The price per hundredweight com¬ 
puted as follows: Multiply the Chicago 
butter price by 4.0, add 20 percent there¬ 


of. and add to such sum 3% cents for 
each full one-half cent that the arith¬ 
metical average of carlot prices per 
pound of nonfat dry milk solids, spray 
and roller process, for human consump¬ 
tion. f. o. b. Chicago area manufacturing 
plants, for the period from the 26th day 
of the immediately preceding month 
through the 25th day of the current 
month by the Department of Agricul¬ 
ture, is above 5 cents. 

I 1C00.51 Class prices. Subject to the 
provisions of §8 1000.62 and 1000.53. the 
minimum prices per hundredweight of 
milk containing 4 percent butterfat, to 
be paid by each handier for milk re¬ 
ceived at his pool plant from producers, 
during the month, shall be as follows: 

(a) Class / milk price. For each 
month during an eighteen month period 
following the effective date of this order, 
the minimum price pep hundredweight 
of Class I milk shall be the basic for¬ 
mula price for the preceding month, plus 
$1.75. 

<b) Class 11 milk price. For the 
months of February through August, the 
Class II milk price shall be the price com¬ 
puted pursuant to subparagraph <1> of 
this paragraph, rounded to the nearest 
cent. For all other months, it shall be 
the price computed pursuant to sub- 
paragraph (1) of this paragraph, or the 
price computed pursuant to $ 1000.50 
(c), whichever Is higher. 

(1) The average of the basic or field 
prices reported to have been paid or to 
be paid per hundredweight for milk of 
4.0 percent butterfat content received 
from dairy farmers during the month 
at the following plants or places, for 
which prices have been reported to the 
market administrator or to the Depart¬ 
ment on or before the 6th day after the 
end of the month: 

Company and Location 

Kraft Foods Co.. Fayetteville, Tenn. 

Pet Milk Co.. Oreeruville. Tenn. 

Carnation Co.. Murfreesboro, Tenn. 

Borden Co.. LewUburg. Tenn, 

6 1000.52 Butterfat differentials to 
handlers. For milk containing more or 
less than 4.0 percent butterfat. the class 
prices calculated pursuant to ! 1000.51 
shall be increased or decreased, respec¬ 
tively. for each one-tenth percent butter¬ 
fat at the appropriate rate, rounded to 
the nearest one-tenth cent, determined 
as follows: 

(a) Class I milk price. Multiply the 
Chicago butter price for the preceding 
month by 0.13; and 

<b) Class 11 milk price. Multiply the 
Chicago butter price for the month by 
0.115: Provided , That such butterfat dif¬ 
ferential shall not exceed the result ob¬ 
tained by dividing the Class II price, 
pursuant to 8 1000.51 (b), by 40. 

I 1000.53 Location differentials to 
handlers. For that milk which is re¬ 
ceived from producers at a pool plant 
located 65 miles or more from the City 
Hall of Chattanooga, Tennessee, by 
shortest hard-surfaced highway dis¬ 
tance, as determined by the market ad¬ 
ministrator. and which is assigned to 
Class I milk pursuant to the proviso of 
this section, or otherwise classified as 
Class I milk, the price specified in 


8 1000 51 (a) shall be reduced at the 
rate set forth in the following schedule 
according to the location of the pool 
plant where such milk is received from 
producers: 

Rate per 
hundred 

Distance from the City Hall of weight 

Chattanooga. Tenn (miles): (cent*) 

65 but not more than 75_ _ 15. 0 

For each additional 10 miles or frac¬ 
tion thereof an additional_.... 1.5 

Provided . That for the purpose of cal¬ 
culating such location differential, fluid 
milk products which are transferred be¬ 
tween pool plants shall be assigned to 
any remainder of Class n milk in the 
plant to which transferred after making 
the calculations prescribed in § 1000.45 
(a> (1) through (4), and the comparable 
steps in 5 1000.45 (b) for such plant, such 
assignment to the transferring plants to 
be made in sequence according to the 
location differential applicable at each 
plant, beginning with the plant having 
the largest differential. 

5 1000 54 Bate of compensatory pay¬ 
ments. The rate of compensatory pay¬ 
ment per hundredweight shall be calcu¬ 
lated as followt: 

<a) For the months of March through 
July, subtract the Class n price, ad¬ 
justed by the Class II butterfat differen¬ 
tial, from the Class I price, adjusted by 
the Class I butterfat differential, and the 
Class I location differential of the plant 
at which the milk was received from 
fanners. 

(b) For the months of August through 
February, subtract the uniform price to 
producers from the Class I price, 

8 1000.55 Use of equivalent prices. If 
for any reason a price quotation required 
by this part for computing class prices 
or for other purposes Is not available in 
the manner described, the market ad¬ 
ministrator shall use a price determined 
by the Secretary to be equivalent to the 
price w hich is required. 

APPLICATION Or PROVISIONS 

5 1000.60 Producer-handlers. Sec¬ 
tions 1000.40 through 1000.45. 1000.50 
through 1000.53, 1000.61 and 1000.62, 
1000.70 through 1000.75, and 1000.80 
through 1000.87 shall not apply to a 
producer-handler. 

$ 1000.61 Plants subject to other Fed¬ 
eral orders. Upon application to the 
market administrator and a subsequent 
determination by the Secretary, a plant 
specified in paragraph (a) or <b> of this 
section shall be treated as a nonpool 
plant except that the operator of such 
plant shall, with respect to the total 
receipts and utilization or disposition of 
skim milk and butterfat at the plant, 
make reports to the market adminis¬ 
trator at such time and in such manner 
as the market administrator may re¬ 
quire and allow verification of such re¬ 
ports by the market administrator. 

<a) Any distributing plant which 
would otherwise be subject to the clas¬ 
sification and pricing provisions of an¬ 
other order issued pursuant to the act, 
unless a greater volume of Class I milk 
is disposed of from such plant to retail 
or wholesale outlets (except pool plants 
or nonpool plants) in the Chattanooga, 
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Tennessee, marketing area than In the 
marketing area regulated pursuant to 
such order; and 

<b> Any supply plant which would 
otherwise be subject to the classifica¬ 
tion and pricing provisions of another 
order issued pursuant to the act. unless 
such plant qualified as a pool plant for 
each of the preceding months of August 
through February. 

S 1000.62 Handlers operating nonpool 
plants . Each handler who is the oper¬ 
ator of a nonpool plant which is not sub¬ 
ject to the classification and pricing 
provisions of another order issued pur¬ 
suant to the act. shall on or before the 
12th day after the end of the month, pay 
to the market administrator for deposit 
into the producer-settlement fund an 
amount calculated by multiplying the 
total hundredweight of butterfat and 
skim milk disposed of in the form of fluid 
milk products from such nonpool plant 
to retail or wholesale outlets (including 
deliveries by vendors and sales through 
plant stores) in the marketing area dur¬ 
ing the month, by the rate of compensa¬ 
tory payment calculated pursuant to 
5 1000.54. 

DETERMINATION OF PRICES TO PRODUCERS 

5 1000.70 Computation of the value 
of producer milk for each handler. For 
each month, the market administrator 
shall compute the value of producer 
milk for each handler as follows: 

(a) Multiply the quantity of producer 
milk in each class computed pursuant to 
8 1000.45 by the applicable class price, 
total the resulting amounts, and add any 
amount necessary to reflect adjustments 
in location differential allowance re¬ 
quired pursuant to the proviso of 
8 1000.53; 

(b) Add an amount computed by mul¬ 
tiplying the hundredweight of skim milk 
and butter fat subtracted from Class I 
milk pursuant to 8 1000.45 (a) (2) and 

(b) by the rate of compensatory pay¬ 
ment as determined pursuant to $ 1000.54 
for the nearest plant(s) from w T hich an 
equivalent amount of other source milk 
was received in the form of fluid milk 
products; 

(c) Add the amounts computed by 
multiplying the pounds of overage de¬ 
ducted from each class pursuant to 
8 1000.45 (a) (7) and (b) by the ap¬ 
plicable class price; and 

(d) Add the amount computed by 
multiplying the difference between the 
appropriate Class II price for the pre¬ 
ceding month and the appropriate Class 
I milk price for the current month by 
the ^hundredweight of skim milk and 
butterfat remaining in Class n milk 
after the calculations pursuant to 
8 1000.45 (a) (5) and <b) for the pre¬ 
ceding month or the hundredweight of 
skim milk and butterfat subtracted from 
Class I milk pursuant to 8 1000.45 (a) 
(4) and (b) for the current month, 
whichever is less, respectively. 

8 1000.71 Computation of the uniform 
price . Fbr each of the months of Au¬ 
gust through February, the market ad¬ 
ministrator shall compute the uniform 
price per hundredweight of producer 
milk of 4.0 percent butterfat content, 
f. o. b. market, as follows: 


(a) Combine into one total the values 
computed pursuant to 8 1000.70 for the 
producer milk of all handlers who sub¬ 
mit reports prescribed In 4 1000 30 and 
who are not in default of payments pur¬ 
suant to 8 1000.80 or 8 1000.82; 

(b) Subtract, if the average butterfat 
content of the producer milk included 
under paragraph (a) of this section is 
greater than 4.0 percent, or add, if such 
average butterfat content is less than 
4.0 percent, an amount computed as fol¬ 
lows: Multiply the amount by which the 
overage butterfat content of such milk 
varies from 4.0 percent by the butterfat 
differential computed pursuant to 
8 1000.73. and multiply the result by the 
total hundredweight of such milk; 

<c> Add an amount equal to the sum 
of the deductions to be made from pro¬ 
ducer payments for location differentials 
pursuant to 8 1000.80 (a) (2); 

(d) Add an amount equal to one-half 
of the unobligated balance on hand in 
the producer-settlement fund; 

(c) Add the total amount of payment 
due pursuant to 8 1000.62; 

<f) Divide the resulting amount by the 
total hundredweight of producer milk 
Included under paragraph (a) of this 
section; and 

(g) Subtract not less than 4 cents nor 
more than 5 cents. 

8 1000.72 Computation of uniform 
prices for base milk and excess milk. For 
each of the months of March through 
July, the market administrator shall 
compute the uniform prices per hundred¬ 
weight for base milk and for excess milk, 
each of 4.0 percent butterfat content, 
f. o. b. market, as follows; 

(a) Compute the aggregate value of 
excess milk for all handlers who submit 
reports pursuant to f 1000 30, and who 
are not in default of payments pursuant 
to 8 1000 80 or 8 1000.82 os follows: (1) 
Multiply the hundredweight of such milk 
not in excess of the total quantity of pro¬ 
ducer milk assigned to Class II milk in 
the pool plants of such handlers by the 
Class II milk price. (2) multiply the hun¬ 
dredweight of milk not included in sub- 
paragraph (1) of this paragraph by the 
Class I milk price, and (3) add together 
the resulting amounts; 

(b) Divide the total value of excess 
milk obtained in paragraph (a) of this 
section by the total hundredweight of 
such milk, adjust to the nearest cent and 
subtract 4 cents. The resulting figure 
shall be the uniform price for excess milk 
of 4.0 percent butterfat content received 
from producers; 

(c) Subtract the total value of excess 
milk determined by multiplying the uni¬ 
form price obtained in paragraph <b) of 
this section, plus 4 cents, times the hun¬ 
dredweight of excess milk from the total 
value of producer milk for the month as 
determined according to the calculations 
set forth in 8 1000.71 (a) through (e); 

(d> Divide the amount calculated pur¬ 
suant to paragraph (c) of this section by 
the total hundredweight of base milk in¬ 
cluded in these computations; and 

(e) Subtract not less than 4 cents nor 
more than 5 cents from the price com¬ 
puted pursuant to-paragraph <d> of this 
section. The resulting figure shall be. 


the uniform price for base milk of 4.0 
percent butterfat content f. o. b. market. 

8 1000.73 Butterfat differential to 
producers . The applicable uniform 
prices to be paid each producer shall be 
increased or decreased for each onc- 
tenth of one percent which the average 
butterfat content of his milk is above or 
below 4.0 percent, respectively, at the 
rate determined by multiplying by 0.12 
the Chicago butter price during the 
month, adjusted to the nearest one- 
tenth of axent. 

8 1000.74 Location differential to pro- 
ducers. The applicable uniform prices 
to be paid for producer milk received at 
a pool plant located 65 miles or more 
from the City Hall of Chattanooga, Ten¬ 
nessee. by the shortest hard-surfaced 
highway distance, as determined by the 
market administrator, shall be reduced 
according to the location of the pool 
plant where such milk was received at 
the rates set forth in 8 1000.53. 

8 1000.75 Notification of handlers. 
On or before the 10th day after the end 
of each month, the market administra¬ 
tor shall mail to each handler, who sub¬ 
mitted the report(s) prescribed in 
8 1000.30, at his last known address, a 
statement showing: 

(a) The amount and value of his pro¬ 
ducer milk in each class and the totals 
thereof; 

(b) For the months of March through 
July the amounts and value of his base 
and excess milk respectively, and the 
totals thereof; 

(c) The uniform price (s) computed 
pursuant to 88 1000.71 and 1000.72 and 
the butterfat differential computed pur¬ 
suant to 8 1000.73; and 

(d) The amounts to be paid by such 
handler pursuant to 88 1000.82. 1000.85 
and 1000.86. or 8 1000.62 and the amount 
due such handler pursuant to 8 1000.83. 

PAYMENTS 

8 1000.80 Time and method of pay - 
ment for producer milk, (a) Except as 
provided in paragraph <b> of thTs sec¬ 
tion. each handier shall make payment 
to each producer from whom milk is 
received during the month as follows: 

(1) On or before the last day of each 
month to each producer who did not dis¬ 
continue shipping milk to such handler 
before the 25th day of the month, an* 
amount equal to not less than the Class 
n price for the preceding month multi¬ 
plied by the hundredweight of milk re¬ 
ceived from such producer during the 
first 15 days of the month, less proper 
deductions authorized by such producer 
to be made from payments due pursuant 
to this paragraph. 

(2) On or before the 15th day of the 
following month, an amount equal to 
not less than the appropriate uniform 
price (s) adjusted by the butterfat and 
location differentials to producers multi¬ 
plied by the hundredweight of milk or 
base milk and excess milk received from 
such producer during the month, sub¬ 
ject to the following adjustments: (l) 
Less payments made to such producer 
pursuant to subparagraph (1) of this 
paragraph, Cil) less marketing service 
deductions made pursuant to 8 1000.85, 
(ill) plus or minus adjustments for er- 
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rors made In previous payments made 
to such producers, and <iv) less proper 
deductions authorized in writing by such 
producer: Provided . That if by such date 
such handler has not received full pay¬ 
ment from the market administrator 
pursuant to § 1000.83 for such month, he 
may reduce pro rata his payments to 
producers by not more than the amount 
of such underpayment Payments to 
producers shall be completed thereafter 
not later than the date for making pay¬ 
ments pursuant to this paragraph next 
following after the receipt of the balance 
due from the market administrator; 

(b) In the case of a cooperative asso¬ 
ciation which the market administrator 
determines is authorized by its members 
to collect payment for their milk and 
which has so requested any handler in 
writing, such handler shall on or before 
the 2d day prior to the date on which pay¬ 
ments are due individual producers pay 
the cooperative association for milk re¬ 
ceived during the month from the pro¬ 
ducer members of such association as 
determined by the market administrator 
an amount equal to not less than the 
amount due such producer members as 
determined pursuant to paragraph (a) 
of this section; and 

(c) Each handler who receives milk 
during the month from producers for 
which payment is to be made to a coop¬ 
erative association pursuant to para¬ 
graph (b) of this section shall report to 
such cooperative association or to the 
market administrator for transmittal to 
such cooperative association for each 
such producer as follows; 

<1> On or before the 25th day of the 
month, the total pounds of milk received 
during the first 15 days of such month, 
and 

(2) On or before the 7th day of the 
following month (1) the pounds of milk 
received each day and the total for the 
month, together with the butterfat con¬ 
tent of such milk, <li> for the months of 
March through July the total pounds of 
base milk received, (ill) the amount or 
rate and nature of any deductions to be 
made from payments, and (lv) the 
amount and nature of payments due 
pursuant to 9 1000.84. 

9 1000.81 Producer-settlement fund . 
The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the "producer-settlement fund" into 
which he shall deposit all payments 
made by handlers pursuant to Si 1000.62, 
1000.82 and 1000,84, and out of which he 
shall make all payments pursuant to 
i! 1000.83 and 1000.84; Provided, That 
any payments due to any handler shall 
be offset by any payments due from such 
handler. 

9 1000.82 Payments to the producer - 
settlement fund . On or before the 12th 
day after the end of each month, each 
handler shall pay to the market admin¬ 
istrator any amount by which the value 
of his producer milk as computed pur¬ 
suant to 5 1000.70 for such month, is 
greater than the amount owed by him 
for such milk at the appropriate uniform 
price(s) adjusted by the producer but¬ 
terfat and location differentials. 


9 1000.83 Payments out of the pro¬ 
ducer-settlement fund. On or before 
the 13th day after the end of each month, 
the market administrator shall pay to 
each handler any amount by which the 
total value of his producer milk, com¬ 
puted pursuant to 9 1000.70. for such 
month is less than the amount owed by 
him for such milk at the appropriate 
uniform pricers) adjusted by the pro¬ 
ducer butterfat and location differentials. 
If at such time the balance in the pro¬ 
ducer-settlement fund is insufficient to 
make all payments pursuant to this sec¬ 
tion. the market administrator shall re¬ 
duce uniformly such payments and shall 
complete such payments as soon as the 
appropriate funds are available. 

9 1000 84 Adjustment of errors in pay¬ 
ment. Whenever verification by the 
market administrator of payments by 
any handler discloses errors made in 
payments to the producer-settlement 
fund pursuant to 9 1000.82. the market 
administrator shall promptly bill such 
handler for any unpaid amount and such 
handler shall, within 15 days, make pay¬ 
ment to the market administrator of the 
amount so billed. Whenever verification 
discloses that payment is due from the 
market administrator to any handler, 
pursuant to 9 1000.83. the market ad¬ 
ministrator shall, within 15 days, make 
such payment to such handler. When¬ 
ever verification by the market admin¬ 
istrator of the payment by a handler to 
any producer or cooperative association 
for milk received by such handler dis¬ 
closes payment of less than Is required 
by 9 1000.80, the handler shall pay such 
balance due such producer or coopera¬ 
tive association not later than the time 
of making payment to producers or co¬ 
operative associations next following 
such disclosure. 

9 1000.85 Marketing services . (a> 
Except as set forth in paragraph <b> of 
this section, each handler. In making 
payments to producers for milk (other 
than milk of his own production) pursu¬ 
ant to 9 1000.80, shall deduct 6 cents per 
hundredweight, or such amount not ex¬ 
ceeding 6 cents per hundredweight, as 
may be prescribed by the Secretary, and 
ahall pay such deductions to the market 
administrator on or before the 15th day 
after the end of the month. Such 
money shall be used by the market ad¬ 
ministrator to provide market informa¬ 
tion and to check the accuracy of the 
testing and weighing of their milk for 
producers who are not receiving such 
service from a cooperative association; 

(b) In the case of producers who arc 
members of a cooperative association 
which the Secretary has determined is 
actually performing the services set 
forth In paragraph (a) of this section, 
each handler shall (in lieu of the deduc¬ 
tion specified In paragraph (a) of this 
section), make such deductions from the 
payments to be made to such producers 
as may be authorized by the membership 
agreement or marketing contract be¬ 
tween such cooperative association and 
such producers, and on or before the 13th 
day after the end of each month, pay 
such deductions to the cooperative as¬ 
sociation of which such producers are 


members, furnishing a statement show¬ 
ing the amount of any such deductions 
and the amount of milk for which such 
deduction was computed for each 
producer. 

I 1000 86 Expenses of administration. 
On or before the 15th day after the end 
of each month, each handler shall pay to 
the market administrator for each of his 
pool plants, 4 cents or such lesser amount 
as the Secretary may prescribe, for each 
hundredweight of butterfat and skim 
milk contained in (a) producer milk, <b) 
other source milk allocated to Class I 
milk pursuant to 9 1000.45 <a> (2) and 
<b). or (c) Class I milk disposed of in the 
marketing area (except to a pool plant) 
from a nonpool plant as determined pur¬ 
suant to 9 1000.62. 

9 1000.87 Termination of obligations . 
The provisions of this section shall apply 
to any obligations under this part for the 
payment of money. 

(a) The obligation of any handler to 
pay money required to be paid under the 
terms of this part shall, except as pro¬ 
vided in paragraphs <b> and (c) of this 
section, terminate 2 years after the last 
day of the calendar month during which 
the market administrator receives the 
handler's utilization report on the milk 
involved in such obligation, unless within 
such 2-year period the market adminis¬ 
trator notifies the handler in writing that 
such money is due and payable. Service 
of such notice shall be complete upon 
mailing to the handler's last known ad¬ 
dress, and it shall contain, but need not 
be limited to. the following information: 

(1) The amount of the obligation, 

(2) The monthfs) during which the 
milk, with respect to which the obliga¬ 
tion exists was received or handled, and 

(3) If the obligation is payable to one 
or more producers or to an association of 
producers, the name of such producer(s) 
or association of producers, or if the ob¬ 
ligation is payable to the market admin¬ 
istrator, the account for which it is to be 
paid; 

<b) If a handler fails or refuses, with 
respect to any obligation under this or¬ 
der, to make available to the market 
administrator or his representative all 
books and records required by this part 
to be made available, the market admin¬ 
istrator may, within the two-year period 
provided for in paragraph <a> of this 
section, notify the handler in writing of 
such failure or refusal. If the market 
administrator so notifies a handler, the 
said two-year period with respect to 
such obligation shall not begin to run 
until the first day of the calendar month 
following the month during which all 
such books and records pertaining to 
such obligation arc made available to 
the market administrator or his repre¬ 
sentative; 

<c> Notwithstanding the provisions 
of paragraphs (a) and (b) of this sec¬ 
tion. a handler's obligation under this 
order to pay money shall not be termi¬ 
nated with respect to any transaction 
involving fraud or willful concealment 
of a fact, material to the obligation, on 
the part of the handler against whom 
the obligation is sought to be imposed; 
and 
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(d> Any obligation on the part of tho 
market administrator to pay a handler 
any money which such handler claims 
to be due him under the terms of this 
part shall terminate two years after the 
end of the calendar month during which 
the payment (including deduction or 
setoff by the market administrator) was 
made by the handler, if a refund on 
such payment is claimed, unless such 
handler, within the applicable period of 
time, flics, pursuant to section 8c (15) 
(A) of the act, a petition claiming such 
money. 

DETERMINATION OF BASK 

ft 1000.90 Compulation of daily aver- 
age base for each producer. Subject to 
the rules set forth in i 1000.91, the dally 
average base for each producer shall be 
an amount calculated by dividing the 
total pounds of milk received from such 
producer at all pool plants during the 
months of September through January 
immediately preceding, by the number of 
days from the first day of delivery by 
such producer during such months to 
the last day of January, inclusive, or 
by 120, whichever is more. 

ft 1000.91 Base rules. The following 
rules shall apply in connection with the 
establishment and assignment of bases: 

(a) Subject to the provisions of par¬ 
agraph (b) of this section, the market 
administrator shall assign a base cal¬ 
culated pursuant to ft 1000.90 to each 
person for whose account producer milk 
was delivered to pool plants during the 
months of September through January; 
and 

(b) An entire base shall be trans¬ 
ferred from a person holding such base 
to any other person effective as of the 
end of any month during which an 
application for such transfer is received 
by the market administrator, such ap¬ 
plication to be on forms approved by 
the market administrator and signed by 
the baseholdcr. or his heirs, and by the 
person to whom such base is to be trans¬ 
ferred: Provided . That if a base is held 
jointly, the entire base shall be trans- 
ferrablc only upon the receipt of such 
application signed by all joint holders 
or their heirs, and by the person to w hom 
such base is to be transferred. 

ft 1000.92 Announcement of estab¬ 
lished bases. On or before March 1 of 
each year, the market administrator 
shall notify each producer, and the han¬ 
dler receiving milk from such producer, 
of the daily average base established by 
such producer. 

EFFECTIVE TIME. SUSPENSION OR 
TERMINATION 

ft 1000.100 Effective time. The pro¬ 
visions of this part, or any amendment 
thereto, shall become effective at such 
time as the Secretary may declare and 
shall continue in force until suspended 
or terminated. 

I 1000.101 Suspension or termination. 
The Secretary shall, whenever he finds 
that any or all provisions of this part, or 
any amendment thereto, obstruct or do 
No. 28 -8 


not tend to effectuate the declared pol¬ 
icy of the act, terminate or suspend the 
operation of any or all provisions of 
this part or any amendment thereto. 

ft 1000.102 Continuing obligations. If. 
upon the suspension or termination of 
any or all provisions of this part, or 
any amendment thereto, there are any 
obligations thereunder the final accrual 
or ascertainment of which requires fur¬ 
ther acts by any person (including the 
market administrator), such further acts 
shall be performed notwithstanding such 
suspension or termination. 

ft 1000.103 Liquidation. Upon the 
suspension or termination of any or all 
provisions of this part, the market ad¬ 
ministrator, or such 'other liquidating 
agent as the Secretary may designate, 
shall, if so directed by the Secretary, 
liquidate the business of the market ad¬ 
ministrator’s office, dispose of all prop¬ 
erty in his possession or control, includ¬ 
ing accounts receivable, and execute and 
deliver all assignments or other instru¬ 
ments necessary or appropriate to effec¬ 
tuate any such disposition. If a liqui¬ 
dating agent is so designated, all assets, 
books and records of the market admin¬ 
istrator shall be transferred promptly to 
such liquidating agent If. upon such 
liquidation, the funds on hand exceed 
the amounts required to pay outstanding 
obligations of the office of the market 
administrator and to pay necessary ex¬ 
penses of liquidating and distribution, 
such excess shall be distributed to con¬ 
tributing handlers and producers in an 
equitable manner.* 

MISCELLANEOUS PROVISIONS 

ft 1000.110 Agents. The Secretary 
may, by designation in writing, name 
any officer or employee of the United 
States to act as his agent and representa¬ 
tive in connection with any of the pro¬ 
visions of this part. 

ft 1000.111 Separability of provisions. 
If any provisions of this part, or its 
application to any person or circum¬ 
stances, is held invalid, the application 
of such provision, and of the remaining 
provisions of this part, to other persons 
or circumstances shall not be affected 
thereby. 

Issued at Washington, D. C., this 7th 
day of February 1956. 

[seal] Roy W. Lennartson, 

Deputy Administrator. 

IF. R. Doc. 56-1057; Filed. Feb. 9. 1956; 
8:47 a. m.| 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

(Order 541. Arndt. 9] 

Redclecation or Authority Concerned 
With Lands and Resources 

MISCELLANEOUS AMENDMENTS 

February 6, 1956. 

- Bureau Order No. 541 Is further 
amended as follows: 


DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
[21 CFR Part 120 1 

Tolerances and Exemptions From Tol¬ 
erances for Pesticide Chemicals in or 
on Raw Agricultural Commodities 

notice of filing of petition for estab¬ 
lishment or tolerances for residues 
of lindane 

Pursuant to the provisions of the Fed¬ 
eral Food. Drug, and Cosmetic Act (sec. 
408 <d> (1). 68 stat. 512: 21 U. S. C. 
346 (a) <d) <1>), the following notice 
is issued: 

A petition has been filed by the Ben¬ 
zene Hexachloridc Committee, National 
Agricultural Chemicals Association, Box 
333. Falls Church. Virginia, proposing the 
establishment of a tolerance of 2.5 parts 
per million for residues of lindane in or 
on the following raw agricultural com¬ 
modities: Alfalfa and clover: com and 
wheat: the fat of meat from cattle, goats, 
sheep, swine: the fat of poultry, and a 
tolerance of 0.1 part per million in milk. 
The analytical methods proposed in 
the petition for determining residues of 
lindane in crops and animal fat are as 
follows: 

1. Federal Register of December 15, 
1955 (20 F. R. 9428). 

2. Schechter and Homstein. Analyti¬ 
cal Chemistry, vol. 24. pages 544-548 
(1952). 

3. Tufts, Darling, and Kimball. Jour¬ 
nal of the Association of Official Agricul¬ 
tural Chemists, section 33, pages 976-986 
(1950). 

The analytical method proposed In the 
petition for determining residues of 
lindane in milk is as follows: The milk 
is extracted with hexane, using the pro¬ 
cedure of Tufts, Darling, and Kimball 
(reference 3 above). The solvent is 
evaporated, the butterfat dissolved in 
carbon tetrachloride, and this solution 
passed through a Davtdow column (Jour¬ 
nal of the Association of Official Agri¬ 
cultural Chemists, section 33. page 130 
(1950)). The carbon tetrachloride sol¬ 
vent is evaporated and the lindane de¬ 
termined by the method of Schcchtcr 
and Hornstein (reference 2 above). 

Dated: February 6, 1956. 

[seal! Oeo. P. Larrick, 

Commissioner of Food and Drugs. 

IF. R. Doc. 56-1063; Filed. Feb. 9. 1956; 

8:48 a. m.) 


1. A new Part II-A is added to read: 

PART n-A— REDELEGATION TO ALASKA 
OPERATIONS SUPERVISOR 

The Alaska Operations Supervisor is 
authorized to perform all the functions 
listed in Part II hereof and also the func¬ 
tions involved In the exceptions listed in 
section 2.4, Cadastral Engineering. 

2. Section 3.9 of Part HI-B. Rcdelega- 
tlons to Range Managers, is amended by 
adding thereto the following: 


NOTICES 







976 


NOTICES 


Sue. 3.9 Land use . • • • 

(n) Rights-of-way. Grant rights-of- 
way over public and acquired land pur¬ 
suant to 43 CFK 244.53. 

• • • • • 

(p) Special land use permits. • • • 

(2) Issue special land use permits for 
lands outside established grazing dis¬ 
tricts when specifically authorized by the 
State Supervisor. 

3. Section 3.9 of Part HI-C, Rcdolega- 
tions to District Foresters, is amended 
by adding thereto the following: 

Sec. 3.9 Land use. • • • 

<n) Rights-of-way. Grant logging 
road rights-of-way over public land west 
of Range 8 East, Willamette Meridian, 
Oregon, and rights-of-way pursuant to 
43 CFR 244.53. 

• • • • • 

<p) Special land use permits . • • • 

(3) Special land use permits for lands 
outside forest districts when specifically 
authorized by the State Supervisor. 

Edward Woozley. 

Director . 

[F. R. Doc. 58-1050; Filed, Feb. 9. 1956; 

8:46 ft.m ] 


Nevada 

NOTICE OP PROPOSED WITHDRAWAL AND 
RESERVATION OF LANDS 

February 1,1956. 

The United States Forest Service has 
filed an application. Serial No. Nevada 
028474. for the withdrawal of the lands 
described below, from location and entry 
under the General Mining Laws subject 
to existing valid claims. The applicant 
desires the land for recreation areas. 

For a period of 30 days from the date 
of publication of this notice, persons hav¬ 
ing cause may present their objections 
in writing to the undersigned official of 
the Bureau of Land Management, De¬ 
partment of the Interior, Reno, Nevada. 

If circumstances warrant it. a public 
hearing will be held at a convenient time 
and place, which will be announced. 

The determination of the Secretary on 
the application will be published In the 
Federal Register. A separate notice 
will be sent to each Interested party of 
record. 

The lands involved in the application 
are within the Nevada National Forest 
and are described below: 

Mt. Diablo Moulta.v, Nevada 

Mack's Canyon Recreation Area No. 1: 

T 18 S.< R. 56 B.. 

8ec. 27. BWUNW'i, W%8E<4NWV4. 8V4 

nw»;nw«4. 5W^nev 4 nw«4. nw^ 
NK%SWft, NftNW'^SWK, SWMNWft 
SW*. 

Bee. 28 . SE^NE%NE%, NE^SE^NE**, 
NE«4NEi48EVi,8^NEUSE»A: 

Acreage; 140. 

Mack’s Canyon Recreation Area No. 2: 

T. 18S. k R. 56 E.. 

Sec. 33. NWUNEJ4, NV&8E>4NE14, 
NEUNW‘4.NE»4SK!iNW!i. 

Acreage: 90. 

Total acreage is 230. 

E. R. Greenslet, 

State Supervisor . 

P. O. Box 1551. Reno , Nevada . 

IF. R. Doc. 56-1051; Filed, Feb. 9. 1956; 

8:46 a. in] 


DEPARTMENT OF THE TREASURY 

Fiscal Service, Bureau of Accounts 

IDept. Clrc. 670. Rev. Apr. 20, 1943, 1956. 
Supp. 126) 

General Security Assurance Corpora¬ 
tion of New York 

ACCEPTABLE REINSURING COMPANIES ON 
FEDERAL BONDS 

February 3, 1956. 

A Certificate of Authority has been Is¬ 
sued by the Secretary of the Treasury 
to the following company as a reinsuring 
company only on Federal bonds under 
Treasury Department Circular No. 297. 
July 15, 1922, as amended, 31 CFR 223. 
An underwriting limitation of $346.- 
000.00 has been established for the 
company. 

General Security Aaaurance Corporation of 
New York. New York. New York. 

(seal) W. Randolph Burgess. 
Acting Secretary of the Treasury. 

IF. R. Doc. 56-1068; Filed. Feb. 9, 1956; 
8:49 a. xn.| 


DEPARTMENT OF JUSTICE 

Office of Alien Property 

Frieda Heidecker 

NOTICE OF INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the 
Trading With the Enemy Act, as amend¬ 
ed, notice is hereby given of intention to 
return, on or after 30 days from the date 
of publication hereof, the following prop¬ 
erty. subject to any increase or decrease 
resulting from the administration there¬ 
of prior to return, and after adequate 
provision for taxes and conservatory 
expenses: 

Claimant , Claim No., Property . and Location 

Frieda Heidecker. Beer-Tuvtah, Xarael. 
Claim No. 44745. 6226-25 in the Treasury of 
the United 8Ut*«. Vesting Order No. 8130. 

Executed at Washington, D. C., on 
February 2,1956. 

For the Attorney General. 

fssALl Paul V. Myron, 

Deputy Director , 
Office of Alien Property. 

(F. R Doc. 56-1061; Filed, Feb. 9. 1956; 
8:48 a. m.J 


DEPARTMENT OF COMMERCE 

Federal Maritime Board 

Booth Steamship Co. Ltd. et al. 

NOTICE OF AGREEMENTS FILES FOR APPROVAL 

Notice Is hereby given that the fol¬ 
lowing described agreements have been 
filed with the Board for approval pur¬ 
suant to section 15 of the Shipping Act, 
1916. 39 Stat. 733, 46 U. S. C. 814. 

Agreement No. 8044-1 between The 
Booth Steamship Company Limited and 
Lamport & Holt Line Limited, modifies 
approved Agreement No. 8044 to include 
within the scope thereof the trade from 
Gulf ports of the United States to Ber¬ 
muda, and to exclude the trade from 


New York to Bermuda. Agreement No. 
8044 presently provides for the operation 
of a Joint cargo service under the trade 
name "Booth Lamport Bermuda Serv¬ 
ice." In the trade between Atlantic ports 
of the United States and Bermuda. 

Agreement No. 8066, between The 
Booth Steamship Company Limited, and 
Lamport 5c Holt Line Limited (the car¬ 
riers comprising the Booth Lamport Ber¬ 
muda Service) and Furness, Withy 5c 
Co., Ltd,, covers an arrangement where¬ 
by Booth and Lamport agree not to op¬ 
erate as common or private carriers in 
the trade from New York to Bermuda, 
but will furnish cargo space to Furness 
on each of their sailings in such trade, 
and Furness agrees not to operate as a 
common or private carrier in the trade 
from other U. S. Atlantic and Gulf ports, 
except New York to Bermuda. 

Agreement No. 8968, between Matson 
Navigation Company and A/S Dot 
Ostasiatiske Kompagnie (The East Asi¬ 
atic Company Limited), covers the trans¬ 
portation of canned pineapple and 
canned pineapple Juice under through 
bills of lading from Hawaii to Europe 
(Great Britain. Northern Ireland, Irish 
Free State. European Continental, Bal¬ 
tic, Scandinavian and Mediterranean 
Sea ports), with transhipment at the 
Pacific Coast ports of the United States. 

Interested parties may inspect these 
agreements and obtain copies thereof at 
the Regulation Office, Federal Maritime 
Board, Washington, D. C.. and may sub¬ 
mit, within 20 days after publication of 
this notice in the Federal Registfr, 
w f rltten statements with reference to the 
agreements and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: February 7, 1956. 

By order of the Federal Maritime 
Board. 

[seal! A. J. Williams, 

Secretary. 

(F. R. Doc. 56-1082: Filed. Feb. 9. 1956: 

8:52 •. m.J 


FEDERAL COMMUNICATIONS 
COMMISSION 

| FCC 56-104J 
| Rules Arndt 0-161 

Hearing Division of Broadcast Bureau 
transfer of functions to broadcast 

FACILITIES AND RENEWAL AND TRANSFER 

DIVISIONS 

In the matter of amendment to Part 
0—Statement of Organization, Delega¬ 
tions of Authority and other Informa¬ 
tion—to abolish the Hearing Division of 
the Broadcast Bureau and transfer its 
functions to the Broadcast Facilities and 
Renewal and Transfer Divisions. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington. D. C., on the 6th day of 
February 1956. 

The Commission having under con¬ 
sideration the abolition of the Hearing 
Division of the Broadcast Bureau; and 

It appearing that the amendments 
adopted herein would promote greater 
efficiency in Commission operations; and 
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It further appearing that the amend¬ 
ments adopted herein are procedural in 
nature, and. therefore, compliance with 
the public notice and rule making pro¬ 
cedures required by sections 4 <a> and 
(b) of the Administrative Porcedurc Act 
is not required; 

It is ordered . That, pursuant to sec¬ 
tions 4 (f) and (i> and 5 (b) of the 
Communications Act of 1934. as amend¬ 
ed. effective February 6. 1956. the Hear¬ 
ing Division of the Broadcast Bureau is 
abolished and its personnel are trans¬ 
ferred to the Broadcast Facilities Divi¬ 
sion of the Broadcast Bureau. The 
functions of the Hearing Division are 
transferred to the Broadcast Facilities 
Division of the Broadcast Bureau, except 
those functions relating to hearing cases 
on applications for renewal of license 
and transfer of control and to proceed¬ 
ings pursuant to section 312 of the Com¬ 
munications Act. which functions are 
transferred to the Renewal and Transfer 
Division of the Broadcast Bureau. 

It is further ordered. That pursuant 
to sections 4 (f> and (i) and 5 (b) of 
the Communications Act of 1934, as 
amended, Part 0 of the Commission s 
rules and regulations is amended, effec¬ 
tive February 6. 1956, as set forth below. 

Released: February 7. 1956. 

Federal Communications 
Commission. 

[seal] Mary Jans Morris. 

Secretary. 

1. Section 0.11 (d) is amended to read 
as follows: 

(d) Participates in hearings Involving 
applications, rule making, and other 
matters which pertain to the radio 
broadcast services. Including proceed¬ 
ings pursuant to sections 312 and 316 of 
the Communications Act of 1934, as 
amended. 

2. Section 0.13 is amended to read as 
follows: 

S«c. 0.13 Units in the Bureau . The 
Broadcast Bureau is divided into the 
following units: 

(a> The Office of the Chief of Bureau. 

<b> Broadcast Facilities Division. 

(c) Renewal and Transfer Division. 

(d> Rules and Standards Division. 

(c) Economics Division. 

(f) License Division. 

3. Section 0.14 is amended to read as 
follows: 

Sec. 0.14 Broadcast Facilities Divi¬ 
sion. The Broadcast Facilities Division 
is responsible for all functions indi¬ 
cated in the statement contained in 
section 0.11. in so far as such functions 
pertain to standard < AM). FM. television, 
experimental and auxiliary broadcast 
services, excluding functions stated in 
sections 0.15 and 0.17. 

4. Section 0.15 is amended to read as 
follow’s: 

Sec. 0.15 Renexcal and Transfer Divi¬ 
sion. The Renewal and Transfer Divi¬ 
sion is responsible for all functions 
indicated in the statement contained in 
section 0.11, in so far as such functions 
pertain to applications for the renewal of 


licenses, transfer of control and assign¬ 
ment of licenses or construction permits, 
including such functions which pertain 
to revocation of licenses or construction 
permits in the broadcast services which 
have been designated for hearing and 
other proceedings pursuant to section 
312 of the Communications Act of 1934, 
as amended; and exercises responsibility 
for maintaining the enforcement of ap¬ 
plicable statutes, the rules, regulations 
and orders of the Commission in so far as 
they relate to broadcast stations. 

5. Section 0.16 is deleted and the 
word (Reserved) is Inserted in its place. 

|F. R. Doc. 56-1071; Filed. Feb. 0. 1956; 

8:50 a. m.J 


(Docket Not. 11572, 11574; FCC 56M-133I 
Warner & T amble Radio Service, Inc. 
order consolidating hearing and 

CONTINUING HEARING 

In the matter of Warner & Tamblc 
Radio Service. Inc., Memphis, Tennessee, 
order to show cause why the license for 
Radiotelephone Station WB-9369 should 
not be revoked. Docket No. 11572: order 
to show cause why the license for Radio¬ 
telephone Station WA-7204 should not 
be revoked. Docket No. 11574. 

The Hearing Examiner having under 
consideration motions filed on January 
30, 1956. on behalf of Warner and Trim¬ 
ble Radio Service. Inc., “for consolida¬ 
tion of above dockets, for enlargement 
of time and for postponement of hear¬ 
ing date”: and 

It appearing that both motions filed 
herein are substantially similar In con¬ 
tent and may be considered Jointly; 

It further appearing that said mo¬ 
tions should be granted in part to the 
extent that good and sufficient reason 
exists for consolidation of the above- 
captioned matters to be heard on a com¬ 
mon record and that the hearing now 
scheduled for February 13, 1956, should 
be continued to March 12, 1956; 

It further appearing that in all other 
respects the motions herein should be 
denied: 


1 Change List 97) 

Canadian Broadcast Stations 
changes, proposed changes and 

CORRECTIONS IN ASSIGNMENTS 

January 16. 1956. 

Notification under the provisions of 
part HI, section 2 of the North American 
Regional Broadcasting Agreement. 

List of changes, proposed changes, and 
corrections in assignments of Canadian 
Broadcast Stations modifying appendix 
containing assignments of Canadian 
Broadcast Stations (Mimeograph 47214- 
3) attached to the recommendations of 
the North American Regional Broad-* 
casting Agreement Engineering Meeting, 
January 30. 1941. 


It is ordered. This 2d day of February 
1956, that the motions herein be granted 
to the extent that the above-entitled 
matters be consolidated and heard on a 
common record: And , it is further or¬ 
dered. That the hearing now scheduled 
for February 13. 1956. be continued to 
March 12, 1956. commencing at 10:00 
a. m. in the offices of the Commission in 
Washington. D. C.. and in all other re¬ 
spects the motions herein are denied. 

Federal Communications 
Commission. 

[seal] Mary JaNk Morris, 

Secretary. 

[F. U. Doc. 56-1072; Filed. Feb. 9, 1956; 
8:50 a. m.J 


|Docket No. 11567; FCC 56M-125J 
Charles W. Stone 

ORDER CONTINUING HEARING 

In re application of Charles W. Stone, 
Fort Lauderdale. Florida, Docket No. 
11567; File No. BP-9626; for construction 
permit. 

At a pre-hearing conference held this 
date in the above-entitled proceeding it 
was concluded that applicant should 
submit to counsel for all parties his af¬ 
firmative case in writing, including 
exhibits, on or before Feruary 14, 1956; 
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Federal Communications Commission. 
fSEAL] Mary Jane Morris. 

Secretary . 

(F. R. Doc. 56-1070; Filed. Feb. 9. 1956; 8:50 a. m ] 
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NOTICES 


It appearing that good and sufficient 
reason exists why the hearing now 
scheduled for February 16, 1956, should 
be continued to February 27, 1956, in 
order to permit counsel and engineers of 
all parties In interest to examine appli¬ 
cant’s affirmative written case, including 
exhibits; 

It further appearing that counsel for 
all parties have concurred in said 
continuance; 

It is ordered , This 6th day of February 
1956, that the hearing now scheduled to 
commence on February 10, 1950, in this 
proceeding be, and the same is hereby, 
continued to February 27. 1956, at 10:00 
a. ra. in the offices of the Commission, in 
Washington, D. C. 

* Federal Communications 
Commission. 

(seal] Mary Jane Morris. 

Secretary. 

|P R. Due. 56-1073; Filed, Peb. 9. i960; 
8:50 a. m.J 


(Docket No. 11601; PCC56M-126) 

Euchee Valley Broadcasting Co. 

(WDSP) 

ORDER CONTINUING HEARING 

In re application of W. D. Douglass, 
tr/as Euchee Valley Broadcasting Co. 
(WDSP), De Funiak Springs. Florida, 
Docket No. 11601. File No. BP-10045; for 
construction permit. 

The Hearing Examiner having under 
consideration the above-entitled pro¬ 
ceeding ; 

It appearing that C. W. Mapoles. tr/as 
Walton Broadcasting Company, protest- 
ant herein, has filed on January 25, 
1956, a "Petition to Dismiss Protest, 
Withdraw as a Party, and Vacate Heal¬ 
ing Order"; 

It is ordered , This 6th day of February 
1956, that the hearing scheduled to com¬ 
mence on February 15, 1956. be, and the 
same 1s hereby, continued indefinitely. 

Federal Communications 
Commission. 

I seal! Mary Jane Morris. 

Secretary. 

[T. R. Doc. 56-1074; Filed, Feb. 9. 1056; 
8:50 a. m.) 


(Docket No. 11813; FCC 56M 124| 

American Broadcasting-Paramount 
Theatres, Inc. 

ORDER CONTINUING CONFERENCE 

In re application of American Broad¬ 
casting-Paramount Theatres, Inc., 
Docket No. 11613; for a permit to locate, 
use or maintain a broadcast studio or 
other place or apparatus in the United 
States for the production of programs to 
be trans mitte d or delivered to Television 
Station XETV Tlajuana. Mexico. 

On the oral request of counsel for pro- 
testant KFMB-TV and without objection 
by counsel for the other parties. It is 
ordered, this 6th day of February 1956, 
that the prehearing conference now 
scheduled for February 7, 1956, is con¬ 


tinued to Tuesday. February 14. 1956, at 
10:00 n. m. t in the offices of the Commis¬ 
sion . Washington, D. C. 

Federal Communications 
Commission, 

(seal! Mary Jane Morris, 

Secretary. 

(F. R. Doc. 56-1075; Filed. Feb. 0, 1956; 
8:50 a. m.J 


FEDERAL POWER COMMISSION 

(Docket No. O 8443 etc.) 

Transcontinental Gas Pipe Line Corp. 
rr al. 

notice or continuance 

February 6,1956. 

In the matters of Transcontinental 
Gas Pipe Line Corporation. Docket No. 
G-8443; Seaboard Oil Company, Docket 
No. G-8438; Houston Oil Company of 
Texas. Docket No. G-8439. 

Notice is hereby given that the hear¬ 
ing on the applications in the above 
proceedings scheduled for February 23. 
1956, at 9:30 a. m. Is hereby continued 
to a date to be set by further notice of 
the Secretary. 

(seal] Leon M. FuquaY, 

Secretary. 

(P. R. Doc. 56-1078; Filed, Frb. 9. 1956; 
8:51 a. m.| 


OFFICE OF DEFENSE 
MOBILIZATION 

IODM (DPA) Request 58; DPAV-55J 

Request To Participate in Formation 
and Activities of an Integration Com¬ 
mittee on Army Aircraft and Mainte¬ 
nance 

Pursuant to section 703 of the Defense 
Production Act of 1950. as amended, the 
request set forth below to participate in 
the formation and activities of an Inte¬ 
gration Committee on Army Aircraft 
and Maintenance in accordance with the 
voluntary plan entitled. ’ Plan and Regu¬ 
lations of Transportation Corps Govern¬ 
ing the Integration Committee on Army 
Aircraft and Maintenance,** was ap¬ 
proved by the Attorney General, after 
consultations with respect thereto be¬ 
tween the Attorney General, the Chair¬ 
man of the Federal Trade Commission, 
and the Director of the Office of Defense 
Mobilization, and was accepted by the 
companies listed below. 

The primary purpose of this commit¬ 
tee is to effect standardization of tools 
and equipment required in the mainte¬ 
nance of Army aircraft and to bring 
about the simplification of aircraft de¬ 
signs for ease of maintenance operations 
and reduction In tool and equipment re¬ 
quirements. The voluntary plan has 
been approved by the Director of the 
Office of Defense Mobilization and has 
been found to be in the public interest 
as contributing to the national defense. 

contexts or rtocxst 

You Arc requested to participate In the 
formation and Activities of An integration 
committee in Accordance with tho voluntary 
plan entitled “Plan and Regulations of 


Transportation Corps Governing the Inte¬ 
gration Committee on Army Aircraft and 
Maintenance/* a copy of which is enclosed. 

The Attorney General has approved this 
request after consultation with respect 
thereto between his representatives, repre¬ 
sentatives of the Chairman of the Federal 
Trade Commission and my representatives, 
pursuant to section 706 of the Defense Pro¬ 
duction Act of 1950. as amended. 

I have approved the voluntary plan and 
have found It to be In the public interest 
as contributing to the national defense. 
You will become a participant therein upon 
notifying me in writing of your acceptance 
of this request. WU1 you kindly also send 
two copies of your acceptance to the Pro¬ 
curement Division. Production Branch. Office 
of the Assistant Chief of SiafT, O-A. United 
8tatcs Army. Pentagon Building. Washing¬ 
ton 25. D. C. 

Immunity from prosecution under the 
Federal antitrust laws and the Federal Trade 
Commission Act will be given upon your 
acceptance, provided that the activities of 
the Integration Committee on Army Aircraft 
and Maintenance and your participation 
therein are within the limits set forth In the 
voluntary plan. 

Your cooperation In this matter will be 
appreciated. 

Sincerely yours, 

Ainitra S. Flemminc. 

Director. 

ACCEPTANCES 

Beech Aircraft Corporation, Wichita, 

Kansas. 

Cessna Aircraft Company. Wichita. Kansas. 

The DeHaviland Aircraft of Canada. Ltd.. 
Station M L*\ Toronto. Canada. 

Do man Helicopters. Inc., Danbury, Con¬ 
necticut. 

Fairchild Aircraft Division. Fairchild En¬ 
gine and Airplane Corporation, Hagerstown, 
Maryland. 

Hiller Helicopters, Palo Alto, California. 

The Raman Aircraft Corporation, Bloom¬ 
field. Connecticut. 

McDonnell Aircraft Corporation. St. Louis, 
Missouri. 

Plasecki Helicopter Corporation. Morton. 
Pennsylvania. 

Sikorsky Aircraft Dlvlalon. United Aircraft 
Corporation. Bridgeport, Connecticut. 

(Sec. 708. 64 8tat. 818, as amended; 50 U. S C. 
App. Sup. 2158; E. O. 10480. August 14. 1953. 
18 F. ft. 4939) 

Dated: February 7. 1950. 

Arthur S. Flemming. 

Director. 

|F. R. Doc. 66-1076; Filed, Feb. 9, 1956; 

8:51 a. m.| 


SECURITIES AND EXCHANGE 
COMMISSION 

(File No. 70-3438) 

Central Power and Light Co. 

ORDER PERMITTING DECLARATION TO BECOME 

effective regarding issuance and sale 

AT COMPETITIVE BIDDING OF NEW BONDS 

February 6. 1956. 

Central Power and Light Company 
("Central"), a public utility subsidiary 
of Central and South West Corporation, 
a registered holding company, has filed 
a declaration and amendments thereto 
pursuant to sections 6 (a) and 7 of the 
Public Utility Holding Company Act of 
1935 ("act") and Rule U-50 promulgated 
thereunder, regarding the following pro¬ 
posed transactions: 
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Central proposes to Issue and sell, pur¬ 
suant to the competitive bidding require¬ 
ments of Rule U-50. $10,000,000 principal 
amount of its First Mortgage Bonds 
(**New Bonds'*), Series G. .. percent, 
to be dated February 1# 1956, and to ma¬ 
ture February 1, 1986. The new bonds 
will be Issued under and secured by an 
indenture of mortgage, dated November 
1. 1943, between Central and The First 
National Bank of Chicago and Robert L. 
Grinnell. as trustees, os amended by in¬ 
dentures supplemental thereto (the last 
supplemental Indenture being dated 
April 1.1954> and to be further amended 
by a proposed supplemental indenture to 
be dated February 1. 1956 between the 
company and The First National Bank 
of Chicago and Coll Gillies (successor to 
Robert L. Orinnell), as trustees. The 
interest rate on the new bonds (which 
shall be a multiple of *4 of 1 percent and 
the price, exclusive of accrued interest, 
to be paid Central for the new bonds, 
which price shall be not less than 100 
percent and not more than 102,75 per¬ 
cent of the principal amount thereof, 
will be determined by the competitive 
bidding. 

The net proceeds (after expenses and 
exclusive of accrued interest* to be re¬ 
ceived from the Issuance and sale of 
the new bonds will be used by the com¬ 
pany to pay for a part of the cost of 
additions, extensions and improvements 
to its electric utility properties and for 
payment of all its then outstanding 
short-term bank debt. Such bank debt 
aggregated $4,212,500 at December 31. 
1955 and may be increased by about 
$2,000,000 prior to receipt by the com¬ 
pany of the proceeds of the new bonds. 
It is further stated that Central’s con¬ 
struction expenditures for the calendar 
years 1956 and 1957 arc presently esti¬ 
mated at about $18,800,000 and $22,300,- 
000 respectively. 

No State commission and no Federal 
commission other than this Commission 
lias Jurisdiction over the proposed trans¬ 
actions. 

Fees and expenses in connection with 
the issuance and sale of the bonds are 
estimated by the declarant as follows: 


Securities and Exchange Commission, 

filing fee- $1,040 

Federal original Issue stomp tax-„ 11.000 

Printing of registration statement, 
prospectus, supplemental inden¬ 
ture bidding document*, etc...... 6.000 

Preparation of bond*- 2,400 

Accountant's fee* (Arthur Andersen 

Ac Co.).. 1,500 

Trustee'* fees (The First National 

Bank of Chicago)-- 5,250 

Recordation of supplemental Inden¬ 
ture _- 1,000 

Reimbursement of underwriters for 


expenses and counsel fees In con¬ 
nection with qualification or regis¬ 
tration under state securities law*.. 2,500 
Miscellaneous exponses, Including 

traveling, telephone, etc-- 1,310 

Fee of Middle West Service Co.. Chi¬ 
cago. Ill__ » 4.000 

Counsel foes: Stevenson. Deudtler, 

Bailey Ac McCabe—____.... * 6. 000 

Total —_ 42.000 

1 Portion of annual retainer allocated by 
Central as applicable to the Issuance and 
sale of the bonds. 


The fee of Isham. Lincoln & Beale. In¬ 
dependent counsel for the underwriter*^ 
in the amount of $5,000. and related ex¬ 
penses estimated at $250, are to be paid 
by the successful bidder or bidders. 

Central has requested that the Com¬ 
mission’s order herein become effective 
forthwith upon the issuance thereof. 

Due notice of the tiling of the declara¬ 
tion having been given in the manner 
prescribed by Rule U-23 promulgated 
under the act, and no hearing having 
been requested of or ordered by the Com¬ 
mission; and the Commission finding 
that the applicable provisions of the act 
and the rules thereunder are satisfied; 
that the fees and expenses set forth 
above, if they do not exceed the estimates, 
are not unreasonable; that the declara¬ 
tion, as amended, should be permitted to 
become effective forthwith: 

It is ordered , Pursuant to Rule U-23 
and the applicable provisions of the act. 
that the declaration, as amended, be, and 
it hereby is, permitted to become effective 
forthwith, subject to the terms and con¬ 
ditions prescribed in Rules U-24 and 
U-50. 

By the Commission. 

I seal ] Or val L. DuBois. 

Secretary. 

|P. R. Doc. 56-1054: Filed, Feb. 9. 1956; 

8 46 a. m.J 


[File No. 70-20661 

North American Co. and Union Electric 
Co. or Missouri 

ORDER EXTENDING TIME FOR DISPOSITION BY 
UNION ELECTRIC CO. OF MISSOURI OF ITS 
INTEREST IN WATER PROPERTIES AND BUSI¬ 
NESS OF MISSOURI POWER Sc UGHT CO. 

February 6. 1956. 

The North American Company (“North 
American**), formerly a registered hold¬ 
ing company now dissolved and liqui¬ 
dated. and Union Electric Company of 
Missouri (“Union”), at the present time 
a registered holding company and public 
utility company and during the exist¬ 
ence of North American a subsidiary of 
North American, heretofore filed a Joint 
application-declaration, and amend¬ 
ments thereto, pursuant to sections 6. 7, 
9 (a), 10. 11 (b) (1), and 12 of the 
Public Utility Holding Company Act of 
1935 ("act”), and Rules U-43. U-44, and 
U-50 promulgated thereunder, with re¬ 
spect to the transfer by North American 
to Union of all outstanding common 
stock of Missouri Power & Light Com¬ 
pany <”Missouri”), then a public utility 
subsidiary of North American. 

The Commission, by order dated De¬ 
cember 28, 1950 < Holding Company Act 
Release No. 10320), granted and per¬ 
mitted to become effective said applica¬ 
tion-declaration. as amended, subject, 
however, to the following condition, 
among others: 

(!) That within six month* after the re¬ 
ceipt by Union of the Ml**ourl common 
stock, or such further time a* the Commis¬ 
sion may grant upon good cause shown. 
Union shall cause the disposition of Its In¬ 
tercat In Missouri’s water and ice properties 


and businesses and Missouri's electric prop¬ 
erties located at Clinton, Missouri; and that 
North American shall cause Uulon to Uko 
such action; 

The Commission by previous orders has 
extended until December 31. 1955. the 
time for compliance with the aforesaid 
condition, the last order being dated De¬ 
cember 31. 1954 (Holding Company Act 
Release No. 12766). 

Except for Missouri’s water properties 
located at Mexico. Missouri, the proper¬ 
ties required to be disposed of pursuant 
to the aforesaid condition have since 
been disposed of. By letter to the Com¬ 
mission dated December 21, 1955. Union 
and Missouri state that they have been 
unable in the exercise of due diligence 
to dispose of Missouri’s water properties 
at Mexico. Missouri, and that diligent ef¬ 
forts will continue to be made with all 
prospective purchasers to dispose of such 
properties. Union and Missouri there¬ 
fore request the Commission to extend 
for an additional six months until June 
30. 1956. the time within which to com¬ 
ply with the Commission's order of De¬ 
cember 28,1950. 

The Commission having considered 
such request and the reasons advanced 
in support thereof and deeming that the 
public interest and the Interest of inves¬ 
tors and consumers will not be affected 
adversely by granting the request: 

It is ordered, That the time prescribed 
for compliance by Union and Missouri 
with the above-recited condition relating 
to the water properties and business of 
Missouri at Mexico. Missouri, be. and the 
same hereby is, extended to June 30, 
1956. 

By the Commission. 

[seal! Ok val L. DuBois, 

Secretary . 

IF. R. Doc. 56-1055; Filed, Feb. 9. 1956; 

8:47 s. m | 


|File No. 70-3437] 

Ebasco Services Inc. and Ebasco Corf. 

ORDER REGARDING ISSUANCE OF SECURITIES 

BY NEW SUBSIDIARY AND ACQUISITION 

THEREOF BY PARENT 

February 6. 1956. 

Ebasco Services Incorporated (“Ebas¬ 
co”), a subsidiary of Electric Bond and 
Share Company, a registered holding 
company, and Ebasco Corporation, a sub¬ 
sidiary company of Ebasco, having filed 
an application-declaration and amend¬ 
ments thereto with the Commission pur¬ 
suant to sections 6 <b>, 9. 10. and 12 (f) 
or the Public Utility Holding Company 
Act of 1935 (’’act”), and Rule U-43 pro¬ 
mulgated thereunder, regarding certain 
proposed transactions, which are sum¬ 
marized as follows: 

Ebasco has organized Ebasco Corpora¬ 
tion with a capital consisting of 500 
shares of common stock of a par value of 
$50 per share, all of which will be pur¬ 
chased by Ebasco at the par value thereof 
and for a total cash consideration of 
$25*000. 

Ebasco’s purpose In forming Ebasco 
Corporation is to afford a vehicle through 
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which to undertake contracts to perform 
engineering, general construction, and 
construction supervision services In the 
Republic of Cuba. It is proposed that 
Ebnsco Corporation will qualify as a 
Western Hemisphere Trade Corporation, 
as that term Is defined in section 921 of 
the Internal Revenue Code of 1954. 

It is stated that fees and expenses in 
connection with the proposed transac¬ 
tions will be nominal. 

Notice of filing of said application- 
declaration having been duly given in the 
manner prescribed by Rule U-23 and no 
hearing having been requested of or or¬ 
dered by the Commission; and the Com¬ 
mission finding that the applicable 
sections of the act and of the rules there¬ 
under arc satisfied, and that the appli¬ 
cation-declaration. as amended, should 
be granted and permitted to become ef¬ 
fective forthwith: 

It Is ordered , Pursuant to Rule U-23 
and the applicable provisions or the act. 
that said application-declaration, as 
amended, be, and the same hereby is, 
granted and permitted to become effec¬ 
tive forthwith, subject to the terms and 
conditions set forth In Rule U-24. 

By the Commission. 

( seal 1 Orval L. DuBois, 

Secretary, 

|P. R. Doc. 65-1056; Piled, Feb. 9. 1956; 

8:47 a. m.l 


DEPARTMENT OF AGRICULTURE 

Rurol Electrification Administration 

l Administrative Order 5256) 

New Mexico 

LOAN ANNOUNCEMENT 

January 17.1956. 

Pursuant to tho provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 
following designation has been signed 
on behalf of the Government acting 
through the Administrator of the Rural 
Electrification Administration: 


Loan designation: Amount 

New Mexico 118 Too*... 6470.000 


[seal] Fred h. Strong, 

Acting Administrator . 

IF. R. Doc. 56-1031; Filed. Feb. 8. 1956; 
8:61 a. m.| 


(Administrative Order 5257j 
Washington 

AMENDMENT OF LOAN ANNOUNCEMENTS 

January 20. 1956. 

Inasmuch as Pend Oreille Electric 
Cooperative, Inc., has transferred and 
assigned all of its properties, assets and 
liabilities to Inland Power L Light Co., 
and Inland Power It Light Co. has as¬ 
sumed all of the contractual liabilities of 
Pend Oreille Electric Cooperative. Inc. # 
arising out of loans made by United 
States of America pursuant to the Rural 


Electrification Act of 1936, as amended. 
1 hereby amend: 

<&) Administrative Order No. 393. 
dated September 27. 1939, by changing 
the project designation appearing there¬ 
in as “Washington 9035A1 Pend Oreille” 
in the amount of $194,000 to read “Wash¬ 
ington 18TP2 Spokane (Washington 
0035A1 Pend Oreille)”; 

(b) Administrative Order No. 415, 
dated December 1. 1939, as amended by 
Administrative Order No. 457, dated May 
10. 1940, by changing the project desig¬ 
nation appearing therein as “Washing¬ 
ton O-R9035W1 Pend Orcillc“ in the 
amount of $10,000 to read “Washington 
18TP2 Spokane (Washington O- 
R9035W1 Pend Oreille) “ in the amount 
of $6,979.77 and “Washington 18TA2 
Spokane (Washington O-R9035W1 Pend 
Oreille)” in the amount of $3,020.23; 

(c) Administrative Order No. 491, 
dated July 29. 1940. by changing the 
project designation appearing therein as 
“Washington 1035A2 Pend OreilJc“ in 
the amount of $15,000 to read “Wash¬ 
ington 18TP2 Spokane (Washington 
1035A2 Pend Oreille) 

(d) Administrative Order No. 636. 
dated November 10, 1941, by changing 
the project designation appearing there¬ 
in as “Washington 2035B1 Pend Oreille” 
in the amount of $115,000 to read “Wash¬ 
ington 18TP2 Spokane (Washington 
2035B1 Pend Oreille) 

<e) Administrative Order No. 745. 
dated February 6. 1943, by changing the 
project designation appearing therein as 
“Washington 3-1035B2 Pend Oreille“ in 
the amount of $7,000 to read “Washing¬ 
ton 18TP2 Spokane (Washington 3- 
1035B2 Pend Oreille)”; 

<f> Administrative Order No. 1057, 
dated May 8. 1946, by changing the proj¬ 
ect designation appearing therein as 
“Washington 35F Pend Oreille” in the 
amount of $130,000 to read “Washington 
18TP2 Spokane (Washington 35F Pend 
Oreille)”; 

(g) Administrative Order No. 1499. 
dated April 28. 1948, by changing the 
project designation appearing therein as 
“Washington 350 Pend Oreille” in the 
amount of $500,000 to read “Washington 
18TP2 Spokane (Washington 35G Pend 
Oreille)”; 

<h> Administrative Order No. 3702, 
dated June 9.1952, by changing the proj¬ 
ect designation appearing therein as 
“Washington 35H Pend Oreille** in the 
amount of $550,000 to read “Washington 
18TP2 Spokane (Washington 35H Pend 
Oreille)” In the amount of $282,505.96 
and “Washington ^J8TA1 Spokane 
< Washington 35H Pend Oreille)” in tho 
amount of $267,494.04; and 

(l) Administrative Order No. 3902. 
dated December 18. 1952, by changing 
the project designation appearing there¬ 
in as “Washington 35K Pend Oreille” in 
the amount of $7,900 to read “Washing¬ 
ton 18TA2 Spokane (Washington 35K 
Pend Oreille)”, 

[seal! Ancrzr Nelsf.v. 

Administrator, 

|F. R, Doc. 56-1032; Filed. Feb. 8, 1956; 

8:51 a. m.J 


| Administrative Order 5258) 
Minnesota 

LOAN ANNOUNCEMENT 

January 23.1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 
following designation has been signed on 
behalf of the Government acting through 
the Administrator of the Rural Electrifi¬ 
cation Administration: 

Loan designation: Amount 

Minnesota 94M North Itasca_$50.000 

[seal] Robert T. Beall, 

Acting Administrator, 

IF. R. Doc. 56-1033; Filed, Feb. 8. 1956; 
8:51 a. tn.J 


(Administrative Order 5259] 

Texas 

LOAN ANNOUNCEMENT 

January 23,1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, os 
amended, a loan contract bearing the 
following designation has been signed on 
behalf of the Government acting 
through the Administrator of the Rural 
Electrification Administration: 


Loon designation: Amount 

Texas 124L Schleicher.....™... $378,000 


[seal] Robert T. Beall. 

Acting Administrator, 

(F. R. Doc. 56-1034; Filed, Feb. 8. 1956; 
8:51 a. m ] 


(Administrative Order 5260) 

Georgia 

AMENDMENT OF LOAN ANNOUNCEMENTS 
January 23, 1956. 

I hereby amend: 

(a) Administrative Order No. 358. 
dated June 19, 1939, as amended by Ad¬ 
ministrative Order No. 457, dated May 10, 
1940, by reducing the allocation of 
$25,000 therein made for “Georgia 9- 
0090W2 Candler’* by $1,424.20 so that the 
reduced allocation shall be $23,57580; 
and 

<b) Administrative Order No. 627, 
dated October 8. 1941, by rescinding the 
allocation of $15,000 therein made for 
“Georgia 2090S3 Candler”. 

[seal] Robert T. Beall, 

Acting Administrator, 

(F. R. Doc. 66-1036; Filed. Feb. 8. 1956; 

8:51 a. m ] 


| Administrative Order 6261] 
Nebraska 

AMENDMENT OF LOAN ANNOUNCEMENTS 
January 24,1956. 

Inasmuch as Loup Valleys Rural Elec¬ 
tric Membership Association has trans- 
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ferred and assigned all of its properties, 
assets and liabilities to Loup Valleys 
Rural Public Power District, and Loup 
Valleys Rural Public Power District has 
assumed all of the contractual liabilities 
of Loup Valleys Rural Electric Member¬ 
ship Association, arising out of loans 
made by United States of America pur¬ 
suant to the Rural Electrification Act of 
1936, as amended. I hereby amend: 

<a> Administrative Order No. 1048, 
dated April 23. 1940, by changing the 
project designation appearing therein as 
“Nebraska 93A Valley** in the amount of 
$389,000 to read “Nebraska 103TP1 Valley 
District Public (Nebraska 93A Valley)"; 

(b) Administrative Order No. 1287, 
dated May 26,1947, by changing the proj¬ 
ect designation appearing therein as 
“Nebraska 93B Valley" in the amount of 
$331,000 to read “Nebraska 103TP1 Val¬ 
ley District Public (Nebraska 93B 
Valley)"; 

(c) Administrative Order No. 1506, 
dated May 4. 1948. by changing the proj¬ 
ect designation appearing therein as 
“Nebraska 93C Valley" in the amount of 
$565,000 to read “Nebraska 103TP1 Val¬ 
ley District Public (Nebraska 93C 
Valley)"; 

<d) Administrative Order No. 2355, 
dated October 26. 1949. by changing the 
project designation appearing therein as 
“Nebraska 93D Valley** in the amount of 
$365,000 to read “Nebraska 103TP1 Valley 
District Public (Nebraska 93D Valley)"; 
and 

(c) Administrative Order No. 3393, 
dated June 29, 1951. by changing the 
project designation appearing therein as 
“Nebraska 93E Valley*' in the amount of 
$454,000 to read “Nebraska 103TP1 Val¬ 
ley District Public (Nebraska 93E Val¬ 
ley)*' in the amount of $414,034.90 and 
“Nebraska 103TA1 Valley District Public 
(Nebraska 93E Valley)" in the amount 
of $39,965.10. 

I seal! Robert T. Beall, 

Acting Administrator . 

|F. R. Doc. 56-1036: Filed. Feb. 8, 1950; 

8:61a.m.) 


(Administrative Order 5262] 
Nebraska 

LOAN ANNOUNCEMENT 

January 24.1956. 

Pursuant to the provisions of the Rural 
Electrification Act of 1936, as amended, 
a loan contract bearing the following 
• designation has been signed on behalf of 
the Government acting through the Ad¬ 
ministrator of the Rural Electrification 
Administration; 

Loan designation: Amount 

Nebraska 103A Valley District 
Public... $400,000 

[seal] Robert T. Beall, 

Acting Administrator . 

IF. R. Doc. 56-1037; Filed, Feb. 8. 1956; 
8:61 a. in.] 


(Administrative Order 5263] 
Kentucky 

LOAN ANNOUNCEMENT 

January 25.1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 
following designation has been signed on 
behalf of the Government acting 
through the Administrator of the Rural 
Electrification Administration: 


Loan designation: Amount 

Kentucky 2iU Nelson..$400,000 


[sealI Robert T. Beall. 

Acttng Administrator. 

(F. R. Doc. 66-1038: Filed. Feb. 8, 1956; 
8^2 a. m.) 


(Administrative Order 5264] 

Texas 

loan announcement 

January 25. 1956. 

Pursuant to the provisions of the Rural 
Electrification Act of 1936, as amended, a 
loan contract bearing the following des¬ 
ignation has been signed on behalf of the 
Government acting through the Admin¬ 
istrator of the Rural Electrification 
Administration: 

Loan designation: Amount 

Texas 50T Oruyson_$205,000 

(seal! Robert T. Beall. 

Acting Administrator , 

IF. R. DOC. 56-1039; Filed, Feb. 8. 1956; 
8:62 a. m.l 


(Administrative Order 5265 J 
Oklahoma 

LOAN ANNOUNCEMENT 

January 25.1956. 

Pursuant to the provisions of the Rural 
Electrification Act of 1936, as amended, 
a loan contract bearing the following 
designation has been signed on behalf of 
the Government acting through the Ad¬ 
ministrator of the Rural Electrification 
Administration: 


Loan designation: Amount 

Oklahoma 24V Lincoln__$50.000 


(seal! Robert T. Beall. 

Acting Administrator. 

(F. R. Doc. 56-1040: Filed, Feb. 8, 1956; 
8:52 a. m.) 


| Administrative Order 5266) 

Texas 

LOAN ANNOUNCEMENT 

January 25, 1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 


following designation has been signed on 
behalf of the Government acting through 
the Administrator of the Rural Electri¬ 
fication Administration: 


Loan designation: Amount 

Texas 77S Johnson_...._$157,000 


[seal] Robert T. Beall, 

Acting Administrator. 

[F. R. Doc. 56-1041; Filed. Feb. 8. 1950; 
6:52 a. m.| 


(Administrative Order 52671 
Minnesota 
loan announcement 

January 25,1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 
following designation has been signed on 
behalf of the Government acting 
through the Administrator of the Rural 
Electrification Administration: 


Loan designation: Amount 

Minnesota 48X Anoka_..... $770,000 


(seal! Robert T. Beall, 

Acting Administrator. 

(F. R. DOC. 50-1042; Filed, Feb. 0. 1956; 
8:52 a. m | 


(Administrative Order 52081 
North Carolina 

LOAN ANNOUNCEMENT 

January 25.1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 
following designation has been signed on 
behalf of the Government acting 
through the Administrator of the Rural 
Electrification Administration; 

Loan designation: Amount 

North Carolina 23AN Caldwell. $1,040,000 

[sealI Robert T. Beall, 

Acting Administrator. 

(F. R. DOC. 56-1043: Filed. Feb. 8. 1950; 
8:52 a. m.( 


(Administrative Order 5269] 

Texas 

loan announcement 

January 26,1956. 

Pursuant to the provisions of the Rural 
Electrification Act of 1936, as amended, 
a loan contract bearing the following 
designation has been signed on behalf of 
the Government acting through the Ad¬ 
ministrator of the Rural Electrification 
Administration: 

Loan designation: . Amount 

Texas I07AA Martin_$1,070,000 

[seal! Fred H. Strong. 

Acting Administrator . 

IF. R. DOC. 56-1044; Filed, Feb. 8. 1956; 
6:52 a. ml 
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| Administrative Order 53701 
Missouri 

AMENDMENT Of LOAN ANNOUNCEMENT 

January 26. 1956. 

I hereby amend: 

(a) Administrative Order No. 638, 
dated November 14.1941. by reducing the 
allocation of $10,000 therein made for 
“Missouri 2046S3 Taney” by $2,516.60 so 
that the reduced allocation shall be 
$7,483.40. 

[seal] Fred H. Strono, 

Acting Administrator . 

IF. R Doc. 56-1045; Filed, Feb. 8, 1956; 
6:53 a. m.| 


(Administrative Order 52711 
Oklahoma 

amendment of loan announcement 
January 27. 1956. 

1 hereby amend: 

(a) Administrative Order No. 556, 
dated January 28. 1941, by reducing the 
allocation of $6,000 therein made for 
-Oklahoma 1029W1 Hughes” by $4,762 
so that the reduced allocation shall be 
$1,238. 

I seal! Fred H. Strong. 

Acting Administrator . 

|F. R. DOC. 56-1046; Filed. Feb. 8, 1956; 
8:52 a. m.j 


[Administrative Order 52731 
South Dakota 

LOAN ANNOUNCEMENT 

January 27,1956. 

Pursuant to the provisions of the 
Rural Electrification Act of 1936, as 
amended, a loan contract bearing the 


following designation has been signed 
on behalf of the Government acting 
through the Administrator of the Rural 
Electrification Administration: 

Loan dealgnatton: Amount 

8outh Dakota 37D Hughes-$50,000 

[seal! Fred H. Strong. 

Acting Administrator. 

IP. R. Doc. 56-1047; Filed. Feb. 8, 1956; 
8:52 a. m.) 


INTERSTATE COMMERCE 
COMMISSION 

Fourth Section Applications for Relief 
February 7, 1956, 

Protests to the grantihg of an applica¬ 
tion must be prepared in accordance with 
Rule 40 of the general rules of practice 
<49 CFR 1.40) and filed within 15 days 
from the date of publication of this 
notice in the Federal Register. 

LONG-AND-SHORT HAUL 

FSA No. 31647: Grain and products to 
Morehead City . N, C. Filed by R. EL 
Boyle. Jr., Agent, for interested rail car¬ 
riers. Rates on grain and grain products 
and related articles, carloads from Cin¬ 
cinnati, Ohio, Louisville. Ky.. St. Loui3, 
Mo., and points In Illinois and Indiana 
described in the application to Morehead 
City. N. C., for export. 

Grounds for relief: Port competition 
and equalization with Norfolk, Va,, and 
circuitous routes. 

Tariff: Supplement 120 to Agent 
Spaningcr’s I. C. C. 1325. 

FSA No. 31648: Moulding sand—Ten¬ 
nessee poinfs to Richmond . III. Filed by 
R. E. Boyle. Jr., Agent, for interested rati 
carriers. Rates on moulding sand, 
bonded, carloads from Camden, Hollow 
Rock, Llpe, Saulsbury and Sawyers Mill, 
Tenn., to Richmond (McHenry Cy.). Ill. 

Grounds for relief: Short-line distance 
formula and circuity. 


Tariff: Supplement 48 to Agent Span- 
ingcr's I. C. C. 1469. 

FSA No. 31649: Sulphuric acid to 
North Carolina and Tennessee. Filed by 
R. E. Boyle. Jr.. Agent, for Interested rail 
carriers. Rates on sulphuric acid, tank- 
car loads from Baton Rouge and North 
Baton Rouge, La., to Enka, N. C.. and 
Lowland. Tenn., and from Front Royal, 
Va., to Lowland. Tenn. 

Grounds for relief: Carrier competi¬ 
tion and circuity. 

Tariff: Supplement 111 to Agent Span- 
inger's I. C. C. 1357. 

FSA No. 31650: Sulphuric acid —To 
Bartow and Bonnie . Fla . Filed by R. E. 
Boyle, Jr., Agent, tor interested rail car¬ 
riers. Rates on sulphuric acid, tank-car 
loads from Baton Rouge and North Ba¬ 
ton Rouge, La., to Bartow and Bonnie, 
Fla. 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 111 to Agent Span- 
lnger s I. C. C. 1351. 

FSA No. 31651: Sulphuric acid to Flor¬ 
ida . Georgia.^North Carolina , and South 
Carolina Points. Filed by R. E. Boyle, 
Jr., Agent, for interested rail carriers. 
Rates on sulphuric acid, tank-car loads 
from Baton Rouge and North Baton 
Rouge, La., to Palatka, Fla . Brunswick, 
Ga., Bessemer City, N. C.. and Ware 
8hoais, S. C. 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 111 to Agent Span- 
inger’s I. C. C. 1357. 

FSA No. 31652: Fertilizer and mate¬ 
rials—Lumber ton. N. C., to Roanoke, Va. 
Filed by Seaboard Air Line Railroad 
Company, for itself and interested rail 
carriers. Rates on fertilizer and ferti¬ 
lizer materials, carloads from Lumber- 
ton, N. C., to Roanoke, Va. 

Grounds for relief: Circuitous routes. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary. 

|F. R. Doc. 56-1064; Filed, Feb. 9. 1956; 

8:49 ft. m J 

















